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WELFARE REFORM

THURSDAY, FEBRUARY 2, 1995

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON HUMAN RESOURCES,
Washington, DC.

The Subcommittee met, pursuant to notice, at 9:04 a.m., in room
1100, Longworth House Office Building, Hon. E. Clay Shaw, Jr.
(Chairman of the Subcommittee) presiding.

Chairman SHAW. If the Members and guests could take their
seats, we will proceed. The first panel of Members are asked to
take their seats at the desk.

The hearing has been moved over from Rayburn, so I think a lot
of our guests will be slow coming in this morning, because they
may have gone over there first.

We have an extraordinarily long list of people to testify this
morning, so the Chair is going to be very strict with regard to the
enforcement of the 5-minute rule. I ask everyone who is to testify,
to please be as concise and brief as possible, that will move the
business of the Committee along very quickly.

The opening statement by the majority will be given by Jennifer
Dunn.

Ms. Dunn.

Ms. DUNN. Thank you, Mr. Chairman.

It is with great pleasure that I welcome our guests on the second
day of testimony from public witnesses. Today, we must be setting
some sort of unofficial record for the number of groups and individ-
uals testifying on a single day. I cannot recall a longer witness list
than the one before us today.

In Washington State, I have talked to hundreds of people in
townhall meetings and gatherings regarding welfare. And whether
they be conservative, liberal, or somewhere in between, I have
found that, without exception, everyone has a strong opinion about
welfare.

As a new Member of the Ways and Means Committee and the
Subcommittee on Human Resources, I am pleased to see that we
have such a diverse group of witnesses. For whatever the means
suggested, I know that we are united in our ultimate goals which
are to encourage work, to discourage illegitimacy, and to help the
poor lift themselves out of poverty. And we must consider any
transformation of the welfare system with great thoughtfulness
and fairness.

This is going to be a long day. But with experts such as my col-
league from Washington State, Jim McDermott, with representa-
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tives from groups ranging from the Concerned Women for America,
to Puerto Rico, to La Raza, this is going to be a very worthwhile
and informative day. All told, we expect over 70 witnesses today,
so I urge everyone to find a comfortable chair,

On Monday, February 6, in room B-318 Rayburn, at 12 noon, we
will complete this series of hearings on welfare reform with a hear-
ing on child support enforcement. This is a great opportunity for
bipartisan cooperation on this issue. I think we all look forward to
working together to draft the toughest, most effective child support
enforcement provisions we can.

I might add, too, concerning the upcoming schedules, some of you
might be interested in the fact that tomorrow we will hold a joint
hearing with the Economic and Educational Opportunities Commit-
tee on child care and child welfare. That hearing will begin at 9
o’clock here in this same room, 1100 Longworth.

I believe that there exists unanimity among many constituencies
in our efforts to solve these great problems, noncustodial parents,
both fathers and mothers must be held accountable.

Now I would like to welcome the first of today’s 14 panels.

Thank you, Mr. Chairman.

Chairman SHAW. Mr. Ford.

Mr. FORD. Thank you very much, Mr. Chairman.

I, too, agree with you, Mr. Chairman, there is a long witness list
before this Subcommittee today and I look forward to hearing from
some 65 or 70 different witnesses. But what I would like to hear
today from my colleagues who will lead the panel off, along with
all of the different groups that will testify, is what impact this Per-
sonal Responsibility Act will have on the children of this country.
What impact will this Personal Responsibility Act have on the
overall poverty community in America, and what it will do to the
welfare population in this country.

I have said early on, Mr. Shaw, that certainly on this side of the
aisle, as Democrats, we want to work with you and the Republican
side of the aisle to try to craft a bill that will respond to many of
the needs that are out there in the welfare population.

I have great concerns about some of the things that are going to
be in the Personal Responsibility Act, and, hopefully, when wit-
nesses testify today and others who will continue to testify tomor-
row, and as we begin a markup session hopefully within the next
10 days or 2 weeks, that we, as Democrats and Republicans alike,
will make sure that we support things that will be in the best in-
terests of the children of this country.

With that, Mr. Chairman, I close out.

Chairman SHAW. Thank you, Mr. Ford.

Our first witness this morning is a Member of the Ways and
Means Committee, Jim McDermott of Washington.

Welcome.

STATEMENT OF HON. JIM McDERMOTT, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF WASHINGTON

Mr. McDERMOTT. Thank you, Mr. Chairman.

I come today to share my ideas with the Subcommittee respon-
sible for welfare and my own experiences in the Washington State
Legislature, how that relates to what we are currently debating,
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and what issues I think are of primary importance as we look at
the protection necessary for 15 million kids. I believe that real wel-
fare reform reduces the need for welfare, instead of punishing peo-
ple for being poor. Why do I say that? Well, in the seventies, if you
took a minimum wage job, you lived at the poverty level. If you had
a welfare grant in the State of Washington, you only got 81 percent
of the poverty level. So if you worked, you were better off.

In 1994, in the State of Washington, if you take a minimum
wage job—and you have to remember, Washington State is much
better than most States in this country. By initiative, we raised the
minimum wage to $4.90 an hour, and 81 percent of the people in
the State of Washington voted for that minimum wage.

If you take a minimum wage job, you will be at 73 percent of the
poverty level. If you go on welfare, you only get 55 percent of the
poverty level.

Now, the question you have to ask yourself is why do people go
on welfare. It certainly is not for the money, because they are not
getting more money. They are getting less money. There is a myth
that I think needs to be talked about briefly here, and that is that
somehow poor people are either stupid or lazy or venal or living in
the wrong place or not the right kind of people or something.

Poor people are poor because they do not have money. That is
what makes you poor. And poor people can figure out that living
on welfare, where you at least get health care benefits, is better
than taking a minimum wage job, where you have no health care
benefits and no child care. You are in worse shape if you work for
minimum wage in the State of Washington.

Prior to coming to Congress and the Ways and Means Commit-
tee, I was the Chairman of the Senate Ways and Means Committee
in the State of Washington. From the time I entered the State Sen-
ate in 1975 to 1987 when I left, Washington State was engaged in
? long and difficult period of welfare debate and attempts at re-
orm.

I remember in 1981 when we cut out the two-parent AFDC Pro-
gram and put 14,000 kids out with nothing to cover them. The next
year, the Reagan Budget Reconciliation Act drastically cut the
amount of money that welfare recipients could earn and employ-
ment costs that they could deduct.

Several years later, after we finally reinstated the two-parent
AFDC in 1983, we embarked on what we thought was real welfare
reform in the State of Washington. We obtained a Federal waiver
in 1987, and the Washington State Legislature created FIP, the
Family Independence Program. It was to be a 5-year welfare re-
form demonstration program.

The FIP Program added financial incentives for education, train-
ing and work. It substituted cash for food stamps, it expanded the
availability of child care, it provided child care and Medicaid sub-
sidies for up to 1 year after you got off welfare, and it focused serv-
ices on pregnant teenagers.

There is a more important reason why I am skipping down Mem-
ory Lane with you today. At the end of the first year in the State
of Washington, the FIP Program had substantial cost overruns and
we had to significantly scale back the program, because we nickled
and dimed our welfare program from day one. We underestimated
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caseloads and with capped expenditures at the State level, we had
a disaster on our hands.

When you cap the amount of money that comes from the Con-
gress, you put people in the position of losing their basic subsist-
ence. That is what I am really worried about, when you already
have very limited welfare programs in many States, when you cap
the program, they are out.

In 1987, when we capped those programs, we had the basic enti-
tlement, and if you take away the entitlement in a State like the
State of Washington, which has a three-fifths majority required to
raise taxes, if they get into a problem, they are not going to be able
to raise the money and they are going to cut the assistance grants
for people and people are going to be without help.

I think the Speaker says we will reevaluate it in 5 years. But I
do not think children in this country have 5 years to wait, if we
make it so that there is no way at the State level and the Federal
level that we are going to take care of their basic needs.

Thank you.

[The prepared statement follows:]
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News from Congressman

Jim McDermott

7TH DISTRICT ¢ WASHINGTON

1707 LONGWORTH BUILDING * WASHINGTON, D.C. 20515 * 202/225-3106

Testimony of
The Honorable Jim McDermott (D-WA)
Before the Ways and Means
Human Resources Subcommittee
February 2, 1995

Thank you, Mr. Chairman, for the opportunity to address the Subcommittee on this very
important issue. 1 realize that your first day of public testimony, on Monday, was a very long day
for you, so I will try to keep my comments short.

T wanted to come here today to share with the subcommittee responsible for welfare
reform proposals, my own experiences in the Washington state legislature, how that relates to my
concerns with our current debate on welfare reform, and what issues I think should be of primary
importance to guarantee protection to the more than 15 million poor children in our nation. I
believe that REAL welfare reform reduces the need for welfare instead of punishing people for

being poor.

[The welfare issue i§ one of extreme importance, 22.7% of the children
under 18 in the U.S. are living in poverty. This is compounded by a recent
study released Monday which found that among the 6 million children
under 6 years old who live in poverty, 58 percent of them had parents who
worked at least part time. ]

Prior to joining Congress and the Ways and Means committee, 1 was the chairman of the
Washington State Senate Ways and Means Committee. From the time I entered the state senate
in 1975 till 1 left in 1987 Washington State was engaged in a long and difficult period of welfare
debate and attempts at reform.

1 remember when the state eliminated the two-parent Aid to Families with Dependent
Children (AFDC) program in 1980, followed the next year by Reagan's budget reconciliation
package which drastically cut they amount of money that a welfare recipients could earn and
employment costs that they could deduct. Several years later, after finally reinstating two parent
AFDC in 1983, we embarked upon what we thought was real welfare reform in Washington state.
We obtained a federal waiver and in 1987, the Washington State Legislature created the Family
Independence Program (FIP), a five-year welfare reform demonstration program.

The FIP program added financial incentives for education, training, and work; substituted
cash for food stamps; expanded availability of child care, provided child care and Medicare
subsidies for up to a year after getting off of welfare; and focused services more on pregnant and
parenting teens.
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There is a very important reason why I am skipping down memory lane with the
committee here today. At the end of the first year of Washington states FIP program we had
substantial cost overtuns and had to significantly scale back the program. Because we nickel and
dimed our welfare reform program from day one: when underestimated caseload growth, and
capped expenditures are factored in, we had a disaster on our hands after just one year. The first
two causes; limited state funds, and high caseload growth, should be familiar to anyone who has
ever worked on welfare at the state level. The third reason, capped expenditures, is what makes
this example so relevant to our current debate. When Washington state received the waiver to
implement FIP we agreed to an expenditure cap equal to projected AFDC expenditures. This is
similar to what would happen under the proposed capped income assistance block grant.

Although the program had to be significantly scaled back in order to stay within the
budget, Washington state was able to avoid disaster because AFDC was still an entitlement and
was guaranteed by the federal government. Because AFDC was an entitlement there was never
any danger of the most basic income maintenance being taken away from the poorest children of
Washington State. We never had to confront the possibility of throwing children and parents out
into the street.

It is important to note that we did not start with a bare minimum program that, in the case
of a cost overrun, would Jeave nothing to cut but AFDC. In contrast, under the Republican bare-
minimum block grant proposal there is a real possibility that if a state has a cost overrun, and is
unwilling to raise taxes, then income maintenance could be cut

I believe that REAL welfare reform should:

Focus on welfare as a transition to self-sufficiency,

Assist those not yet ready for employment and training;

Require education and training to help recipients prepare for work, and fully fund that effort,
Maintain eamed income tax Credits for low-income working families,

Include legal tax-paying immigrants as welfare recipients

Get real about strong child support enforcement;

Expand programs to encourage family stability and limit teen pregnancy,

Guarantee to provide for the long-term care needs of children and of persons who are
physically or mentally disabled; and

« Increase state flexibility with federal oversight

[ support state flexibility but I disagree with the cut-freeze-and-cap block grant mentality
that is taking over the debate on welfare reform.

On Tuesday, Speaker Gingrich told the National Governors' Association that block grants
should be reviewed after five years. 1 am scared that these children that we are supposed to be
protecting do not have 5 years to wait. They need us now.

Thank you.
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Chairman SHAW. Thank you, Mr. McDermott.

Now we welcome the former Chairman, now the Ranking Demo-
crat Member on the Public Works and Transportation Committee,
with whom I once had the privilege of serving, Norman Mineta.

STATEMENT OF HON. NORMAN Y. MINETA, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. MINETA. Thank you very much, Mr. Chairman and Members
of the Subcommittee.

It is good to see alumni of our Public Works and Transportation
Committee, you and Ms. Dunn. I appreciate this opportunity to ap-
pear before you. I ask unanimous consent that my full statement
be made a part of the record.

Mr. Chairman, this Subcommittee has been charged with the pri-
mary responsibility for reforming the welfare system in America,
and I wish you well in that effort.

But as the Chair of the Congressional Asian Pacific American
Caucus, I must tell you that I am gravely concerned by one of the
cornerstones of the plans being circulated so far.

So far, it appears that H.R. 3500 from the previous Congress will
serve as the basis of welfare reform in this Congress, and I must
register my very strong opposition to its proposal to end edu-
cational, social services and health benefits to immigrants who are
lawfully admitted to the United States, who have not yet become
citizens, and to U.S. nationals.

On the subject of U.S. nationals, I suspect this may have been
a simple drafting error. Many people do not know that the resi-
dents of our territory of America Samoa are U.S. nationals, not
U.S. citizens. The full details are in my submitted statement, and
I hope that, at a minimum, we can work together to resolve that
issue.

On the subject of legal immigrants, H.R. 3500 is clearly intended
to deny benefits under some 60 Federal programs to lawfully ad-
mitted immigrants who pay taxes and have done nothing wrong.

Unfortunately, from the public discussion of this provision, an
uninformed observer might believe that we are only talking about
welfare programs in this debate. Nothing could be further from the
truth. HR. 3500 would also deny to legally admitted individuals
such benefits as guaranteed student loans, Pell grants, college
work study and childhood immunization.

Mr. Chairman, immigrants who have been lawfully admitted to
this country have done nothing wrong. They pay the same Federal,
State and local taxes that you and I pay, and they have the right
to expect the same benefits eligibility in return.

How do we tell a Chinese-American couple who have struggled
to start a small business and have dutifully paid their taxes that
their son or daughter will now be ineligible for student financial
aid to attend college? How do we tell an American citizen that his
or her taxes will be used to pay for other people’s parents when
they become elderly, blind or disabled, but that his or her immi-
grant mother will not be eligible for SSI? I do not think we can.

Mr. Chairman, there are almost 10 million Asian Pacific Ameri-
cans in this country, and 61 percent of us have immigrated since
1970. There will be few families in our community left untouched
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by this proposal. Asian Pacific American students have had tre-
mendous success in colleges and universities around the country.
But by removing their sources of student financial aid, H.R. 3500
will pull the rug out from under that success. As we eliminate vac-
cinations and other preventive health programs for legal immi-
grants, the burden will fall on our hospital emergency rooms to
deal with the effects, and the costs will skyrocket.

It would be curious, now that the Federal Government is willing
to pick up the costs of incarcerating undocumented aliens convicted
of crimes, that we would simultaneously refuse to pay for a measles
vaccine for a legal immigrant child.

Mr. Chairman, that is not the message that I want to send in
a welfare reform package, and I hope that you will reconsider your
position on this issue.

Thank you very much.

[The prepared statement follows:]
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TESTIMONY OF NORMAN Y. MINETA, M.C.
Before the Human Resources Subcommittee
House Committee on Ways and Means
February 2, 1995

Thank you, Mr. Chairman and Members of the Subcommittee. 1
appreciate the opportunity to appear before you today.

Mr. Chairman, this Subcommittee has been charged with the
primary responsibility for reforming the welfare system in America
and I wish you well in that effort.

But, as the Chair of the Congressional Asian Pacific American
Caucus, I must tell you that I am gravely concerned by one of the
cornerstones of the plans being circulated so far.

As you know, H.R. 3500 was introduced by the Republican
Conference in the 103rd Congress and has so far served as the basis
for welfare reform in the 104th Congress. One of its central
provisions would deny educational, social services, and health
benefits to immigrants lawfully admitted to the United States who
have not yet become citizens and to United States nationals.

I must register my strong opposition to that proposal.

I suspect, and hope, that the elimination of eligibility for
U.S. nationals in H.R. 3500 was simply the result of a drafting
error. Many people are not aware of this category of individuals
and, as we saw in the crime bill debate last year, they are
sometimes inadvertently excluded.

There is only one category of people who remain U.S. nationals
-- the territorial citizens of American Samca. As U.S. nationals,
American Samoans travel freely throughout the country. When they
are regsident in the U.S. proper, they are subject to the same taxes
paid by all other Americans and are eligible to receive benefits
under the same programs.

This eligibility is a long-standing principle, dating back to
the beginning of American Samoa’s territorial status. I hope that
the omission of American Samoans from the list of those eligible for
benefits under H.R. 3500 was an oversight, and was not intended to
signal a renunciation of our promises to the American Samoan people.

On the subject of legal immigrants, however, I understand that
the intent of the drafters of H.R. 3500 in the last Congress was in
fact to terminate the eligibility of lawfully admitted immigrants
under some 60 federal programs.

The affected programs range from legitimate subjects of welfare
reform such as Aid to Families with Dependent Children (AFDC) and
food stamps, to programs that have nothing to do with welfare such
as Guaranteed Student Loans and College Work Study.
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Mr. Chairman, immigrants who have been lawfully admitted to
this country have done nothing wrong. They pay the same federal,
state and local taxes you and I pay. And they have the right to
expect the same benefits eligibility in return.

From the debate I have seen on this issue so far in the press,
I do not believe that most Americans know exactly what this bill
would do. Occasionally press accounts acknowledge that legal
immigrants would be cut off from benefits under this bill. But the
fact that this provision is included in a welfare reform bill leads
to the mistaken assumption that only welfare benefits are affected.

When did Guaranteed Student Loans become welfare? When did
College Work Study and Pell Grants become welfare? When did
immunizations for school children, or the ability to go to a
Community Health Center become welfare?

This proposal is an issue of great concern to the almost 10
million Asian Pacific Americans in this country. 61% of us have
immigrated to this country since 1570. Although most of those
immigrants have now become citizens, there are few if any Asian
Pacific American families who would be exempt from the effects of
this bill.

The eligibility of legal immigrants for these programs is an
igssue of fundamental tax fairness, and in my opinion that should be
enough to settle this question.

How do we tell a Chinese American couple who have struggled to
start a small business, and have dutifully paid their taxes, that
their daughter will now be ineligible for student financial aid to
attend college?

How do we tell an Indian American couple that their children
will not receive the same childhood immunizations other children
receive at school?

How do we tell an American citizen that his taxes will be used
to pay for other people’s parents when they become blind or
disabled, but that his immigrant mother will not be eligible for
$8I? I don’'t think we can.

But even beyond the issue of fairness for legal immigrants
themselves, the proposal as it stands would be grossly
counterproductive for our society as a whole. Its effects would in
many cases reach far beyond the permanent residents directly
affected.

As you know, Mr. Chairman, the Asian Pacific American community
around this country has been making great strides. One of the most
fundamental reasons for that success is the emphasis by our families
on the importance of education.
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H.R. 3500 would pull the rug out from under the educational
successes we’'ve seen in our community. Familiesa do not conveniently
immigrate to this country so that their children become citizens
just before they head off to college.

A 14 year old refugee coming to this country with his parents
would be eligible for these programs under H.R. 3500 for six years,
\d ncy.

And that conversion must happen for him to become a citizen.
The law requires individuals to have been permanent residents for at
least five years to apply for citizenship.

If he stays in refugee status, he could go on to college at age
18 -- but his sources of federal student financial aid would
evaporate just before his sophomore year when he turns 20.

If he wants to convert his status to permanent residency, he
must first wait one year to apply, then wait five years to apply for
citizenship and, in many cases, must wait an additional two years
for INS to process the paperwork.

I simply cannot understand the value in making an Asian Pacific
American teenager delay enrollment in college, or drop out
temporarily, simply because of an arbitrary schedule.

Why should we make students wait before we let them borrow
money under the Guaranteed Student Loan Program -- mwoney which
they will have to pay back anyway? What is the value of cutting off
their College Work Study funding or Pell Grants?

The only result will be a delay in starting their careers, or
possibly their failure to finish college. They will be American
citizens one day. The only question is whether or not they will be
an American citizens with college degrees.

Similarly, I cannot understand why we would deny immunization
to any child attending school in this country. Beyond the question
of why we would deny any child a measles vaccination, is the
question of whether we really want to risk public health to that
degree.

If one kid in a class gets the measles, other kids are going to
get it too. And the measles virus doesn’t care how far in the
citizenship application process somebody happens to be.

Finally, Mr. Chairman, we have spent a great deal of time over
the past several years debating the issue of unfunded federal
mandates here in the House.
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On Tuesday of this week, I met with representatives of the
California Association of Hospitals and Health Systems. They had
come to ask me to work to get some federal reimbursement for the
uncompensated care they provide to undocumented immigrants in their
emergency rooms. The cost is roughly $600 million annually now.

I had to tell them that the prospects for that funding did not
look good -- and that I expected the situation to get much worse.

If H.R. 3500 passes in its present form, legal immigrants would
be excluded from almost every federal preventive public health
program we have in this country.

Those programs will be prohibited from immunizing their
children, Community and Migrant Health Centers will be prohibited
from providing them with basic care, Maternal and Child Health
programs will be blocked from providing prenatal care, and Centers
for Disease Control-funded lead poisoning screening programs would
be prohibited from screening legal immigrant children.

That means that hospital emergency rooms are going to be the
cnly alternative available. Despite the fact that emergency care
under Medicaid would still be available to legal immigrants under
this bill, Medicaid does not come close to covering the full cost of
treatment.

And nothing we do will make up for the pain of a child lost to
a preventable disease.

Mr. Chairman, the issue of the federal government's
responsibility for the social services costs associated with
undocumented immigrants was one of the stated motivations for the
recent debate over Proposition 187 in California.

As a result of that debate, the previous Congress agreed for
the first time to reimburse states for the cost of incarcerating
felons who are present in this country in viclation of the law.

If the cutoff of benefits contemplated under H.R. 3500 is
adopted by this Congress, we will be in the curious position of
being willing to pay for housing convicted criminals who are here
illegally -- but being unwilling to vaccinate a child or help pay
for a college education for kids who have done nothing wrong, and
who's families are American taxpayers.

That is not the message that I want to send in a welfare reform
package, and I hope you will reconsider your position on this
issue.

Thank you very much.
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Chairman SHAW. Thank you, Mr. Mineta.

Next is Hon. Gary Franks of Connecticut, who has been very ac-
tive in the drafting of welfare reform.

Mr. Franks.

STATEMENT OF HON. GARY A. FRANKS, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CONNECTICUT

Mr. FrRANKS. Thank you, Mr. Chairman.

Mr. Chairman and Members of the Subcommittee, good morning.

Mr. Chairman, you know of my deep interest in this topic, having
chaired a task force on welfare reform for 4 years and also having
worked closely with you on H.R. 3500 and having participated with
you in the Oxford-style debate last session.

Mr. Chairman, I would like to just touch upon one topic, though
I have a number of concerns that ideally hopefully will be worked
out, as well, concerning this bill. I strongly believe, Mr. Chairman,
that we should take cash out of our welfare system and replace
welfare checks with a debit card. This would give us, as taxpayers,
an accounting of all dollars spent by the welfare recipient.

However, Mr. Chairman, I do recognize that there may be a need
to allow a small amount of cash for incidental items, but I would
hope that the vast majority of welfare funds will be disbursed via
a debit card. The card would have a picture of the recipient on it
and it would resemble a MasterCard or VISA card. Major expenses
such as rent and utility bills would be paid directly to the landlord
or utility company via an electronic benefits transfer system.

Mr. Chairman and Members of the Subcommittee, I strongly be-
lieve that the billions of taxpayer dollars intended for families with
dependent children are ending up in the hands of drug dealers via
the purchase of drugs by some welfare recipients. Thus, I believe
it is playing a major negative role in the gang-related crime activi-
ties In our cities. After all, if there is high unemployment, high
drug trafficking and high welfare use in our inner cities, where is
the money coming from? It would cause one to believe that tax-
payer dollars, welfare dollars are being used to buy illegal drugs.

It has been reported in a Columbia University study that upward
of 25 percent of those individuals on welfare were drug abusers. In
Chicago a couple of years ago, we all read how 20 people were liv-
ing in a 2 bedroom apartment with 4 adults receiving monthly ap-
proximately $4,500 in welfare cash. It was alleged that all four
adults were drug abusers. Part of their $4,500 was going to support
their alleged drug habits. A debit card system would help eliminate
this problem, since drug dealers do not take plastic.

I have talked to police officials in my State and they have said
that they would beef up their police patrols on the 3d and 16th of
the month, State welfare check days. They can document how drug
activities have increased on those days.

Mr. Chairman, in my State, I have received the support of the
banking industry; I have received the support of hospitals; I have
received the support of the real estate industry; I have received the
support of the utility industry, police officials, and local and State
welfare officials, as well, for the use of the debit card to disburse
AFDC funds.
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They all feel that the debit card can play a role in improving the
housing stock in our cities, since payments will now be made di-
rectly to landlords. They all feel that the debit card would improve
and streamline banking services for welfare clients, since the lines
are very long on the 3d and 16th day of the month at most banks
across the country. They feel that it obviously will hurt the drug
dealers in our country. They also feel, Mr. Chairman, that the use
of the debit card will allow the dollars to go where they should, and
E_hat the dollars will go to the children who are dependent on these
unds.

Also, in my State of Connecticut, a pilot program with a debit
card has been approved. The State of Connecticut will institute this
program within the next 2 years. The current Governor, John Ro-
land, with whom I recently discussed this matter, is also a strong
proponent of this plan, as was his predecessor, Lowell Weicker.
And with my hometown of Waterbury being designated as a test
city, this pilot program, I believe, will show that there can be a sig-
nificant amount of dollars saved. I believe also that the program
will raise havoc with those individuals who are using the welfare
money improperly.

I would hope that the debit card and the electronic benefits
transfer system would be a part of any welfare reform bill adopted
by your Subcommittee. It is, in my estimation, one of the best ways
of addressing fraud.

Thank you for allowing me to address the Committee today.

Chairman SHAW. Thank you, Mr. Franks.

Now we have a new Member to testify. Mr. Greg Ganske is a
new Member from the State of Iowa, and I believe a physician. You
may proceed as you see fit.

All of the written statements will be made a part of the record.

STATEMENT OF HON. GREG GANSKE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF IOWA

Mr. GANSKE. Thank you, Mr. Chairman.

Rather than repeat facts and statistics about the welfare system
and its failure, I would rather speak to you today from personal ex-
perience about some things that motivated me to leave my medical
practice and come to Washington to address this problem. Although
I think the national debt may be the most urgent problem, I think
welfare may be the most important problem of our country in
terms of how we address our Nation’s poor.

You might wonder how someone living in Iowa among those
gently rolling cornfields could be qualified to speak about this prob-
lem. After all, Des Moines, Iowa, does not really have war zones.
So maybe that is why what I have to say will interest you. If this
problem occurs in lowa, it can occur anywhere.

The fact is that the problem of illegitimacy does not know any
geographic boundaries. There are neighborhoods close to where I
practiced surgery and where my wife practices family medicine
where the illegitimacy rate is over 60 percent. A significant part of
my medical practice involved taking care of babies born with birth
defects. There is a higher incidence of these deformities in exces-
sively young mothers.
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My heart would go out to those 14- and 15-year-old mothers who
would bring their babies in with a cleft lip or a hand deformity. It
is hard enough for mature couples to take care of a child with spe-
cial needs. It is even harder for an unwed mother to handle those
special care needs.

Frequently, a father would not be present. All too often, parental
support would be lacking, and this teenager would be living on her
own through welfare assistance. Sometimes the baby’s grand-
mother or great-grandmother would accompany the mother. Unfor-
tunately, many times they were all on welfare.

I followed those kids for a long time. It is one thing for a single
mother to take care of a cute toddler. It is another thing to handle
a teenage boy without the guidance of a father. And too frequently,
these young men then seek their peer support from a gang, start
doing drugs, and get involved in violence. I have taken care of
these young men, teenagers most of them, in emergency rooms. |
have also taken care of the victims of their violence. I have had to
tell mothers that their teenage sons are no longer alive.

Ilegitimacy is the engine that drives juvenile crime. [ have seen
its ravages firsthand. To take a chapter from our Speaker, my wife
has helped 13-year-old girls deliver their babies. I have taken care
of 15-year-olds with gunshot wounds to the head. I have taken care
of 17-year-olds with needle track infections up and down their arms
and who probably have AIDS because of it. And my wife and I have
personally seen violence in our daughter’s public high school.

The welfare system was designed to be compassionate to these
young mothers. We are all moved by their testimony. We need the
right policy so that in being compassionate to one group, we are not
being cruel to another; so that being compassionate to these young
mothers, we are not setting up incentives that make us cruel to
their children.

That is why I very strongly agree with the basic provisions of the
Personal Responsibility Act. We must reconstruct the system. Un-
derage teenage mothers should not be able to set up housekeeping
on AFDC cash assistance or housing allowances. Give the money
back to the States as block grants and let it be used to provide as-
sistance. Medicaid and food stamps could still be available, but
mothers should stay with their families, and we should not pay
mothers for having more children out of wedlock. It will be very im-
portant, in my opinion, to maintain adequate funding for family
planning and birth control.

In summary, just a few weeks ago, a toddler was found just a
few blocks from here walking down the street with only a diaper
on, taken to the police station, given some clothing, and some
french fries. A few hours later, the mother came in. Does this only
happen in Washington?

Last week, in northeast Iowa, in a small town close to where I
grew up, almost exactly the same thing happened. Except that in
Towa, that toddler would have froze:u to death, if it had not been
found. We have got to get a handle on this problem.

Thank you.

[The prepared statement follows:]
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STATEMENT BY THE HONORABLE GREG GANSKE
BEFORE THE HOUSE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON HUMAN RESOURCES
FEBRUARY 2, 1995

Mr. Chairman, I appreciate the opportunity to speak before the Subcommittee.

You will have many experts appear before you to speak about welfare reform. Some ten
years ago, Charles Murray started this debate with his seminal work, Losing Ground. American
Social Policy, in which he documents the failure of the welfare state. More recently, Marvin
Olasky has provided fresh insight into the causes of this American tragedy with his book, The
Tragedy of American Compassion. Barbara Dafoe Whitehead has chronicled how the breakdown
of the American family has affected children in her article in The Atlantic Monthly, "Dan Quayle
Was Right."

Rather than repeat facts and statistics about the welfare system and its failure, [ would
rather speak to you from my heart about some personal experiences that I have had that have
motivated me to leave my medical practice and come to Washington and try to address this
problem. While there are many important problems facing our country, with the national debt
being most urgent, in the long run how we deal with the poor may be the most important issue
we will deal with for the future of our civilization.

Prior to November 8, 1994, I was a reconstructive surgeon in Des Moines, fowa. My
wife is a family physician. I grew up in a small town in Iowa, but did surgical training in
Denver, Colorado, Portland, Oregon and Boston. In the course of our practice of medicine, both
my wife and I have had ample opportunity to see how the system is not working to help the very
people that it was designed to help.

You might wonder how someone living in lowa, amid the gently rolling cornfields of the
Heartland, would be qualified to speak to this problem? After all, Des Moines doesn't have the
war zones that some cities do. Perhaps that is why what I have to say may interest you. If the
tragedy of the failure of the welfare system can even be seen in lowa, then it can be seen
anywhere.

The problem of illegitimacy knows no geographic restriction in this country. There are
neighborhoods close to where I practiced surgery and where my wife currently practices family
medicine where the illegitimacy rate is over 60%. A significant part of my medical practice
involved taking care of babies born with birth defects. There is a higher incidence of these
deformities in excessively young mothers.

My heart would go out to the 14-year-old or 15-year-old mothers who would bring their
babies with a cleft fip or hand anomaly to my office. It is hard enough for mature couples with a
good relationship, much less an unwed teenager, to handle the needs of a special care infant.
There would rarely be a father present and all too often parental support would be lacking as this
teenager would be living on her own through welfare assistance.

Sometimes, the baby's grandmother and, even a few times, great grandmother would
accompany the young mother. Unfortunately, sometimes they would all be on welfare!

I follow these children for long periods of time. It is one thing for a single mother to care
for a cute toddler. 1t is quite another to handle a young teenage boy without the guidance of a
father. All too frequently these young men seek peer support from gangs, start doing drugs, and
get involved in violence.

I have taken care of these young men, teenagers most of them, in the emergency rooms. [
have also taken care of the victims of their violence. | have had to tell mothers that their sons are
no longer alive, the victim of this welfare culture. Illegitimacy is the engine that drives this
juvenile crime epidemic -- 1 have seen its ravages first hand.
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Speaker Newt Gingrich is right when he says that the welfare state is a failure when we
have, ". .. 12-year-olds having babies, 15-year-olds killing each other, 17-year-olds dying of
AIDS and . . . 18-year-olds ending up with diplomas they can barely read.”

My wife has helped 13-year-olds deliver their babies, I have operated on 15-year-olds
with gunshot wounds to the head, I have treated 17-year-olds with needle tract infections up and
down their arms and who probably have AIDS because of it, and my wife and I have seen
violence in our daughter's public high school.

The welfare system was designed with compassion for the young, unwed mother in mind.
We are all moved by the testimony of those we want to help, but we need more than just
compassion. We need the right policies so that in being compassionate to one group, we aren't
being cruel to another group; so that in being compassionate to young mothers we aren't setting
up incentives that make us cruel to children.

That is why I believe very strongly in the basic provisions of the Personal Responsibility
Act. We must reconstruct welfare. Underage unwed mothers should not be able 1o set up
housekeeping on AFDC cash payments and public housing. Give the AFDC money to states as
block grants to be used in providing services for mothers and babies. Medicaid and food stamps
will still be available to help these mothers, but they should stay with their families unless there
is child abuse.

We should not pay mothers more for having more children out of wedlock.

It will be important to maintain adequate funding for family planning and birth control.
We must also require mothers receiving AFDC benefits to establish paternity and make
delinquent fathers personally responsible. Several states, including my own, have made
significant strides in making sure that fathers at least fulfill their economic responsibilities.

Most importantly, we must aggressively attack our country's illegitimacy problem. It is
clearly at the heart of our welfare woes. This problem is most pervasive in women between (8
and 21 years of age. One option is to offer states an incentive to get the illegitimacy rate down.
Under the Contract with America, AFDC benefits are not available to unwed minor mothers.
However, the states would receive funds in the form of block grants to be used to provide
valuable services to these young mothers. I think we should take this proposal a step further.
We should propose to increase a state's block grant if they succeed in lowering the illegitimacy
rate. On the other hand, if a state fails to decrease the rate of illegitimacy, the total amount of
monies received in the block grant should be decreased. We must have warm hearts, but hard
heads, and we must show that we are serious about welfare reform.

On October 1, 1993, changes were made in lowa's welfare programs to encourage and
reward work. To make work pay and encourage self-sufficiency, [owa's Family Investment
Agreement Plan sets expectations and accountability goals for each family, offering education,
training and employment. Those who choose not to participate receive three months of full cash
benefits, followed by three months of partial cash benefits and are then ineligible for benefits.

In the month before welfare reform in Iowa began, only 18% of families on welfare had
earned income. As of November1994, 33.5% of the caseload had eamed income. Many other
states such as Michigan and Wisconsin are devising encouraging work requirements. Let's
encourage this innovation through block grants with definite guidelines, but not
micromanagement.

A few weeks ago here in Washington a two-year-old boy was found toddling down a
street just a few blocks from where we sit right now with only a diaper on. He was taken to the
police station, given some warm clothing and french fries and several hours later his mother
came in to pick him up! It wasn't the first time this had happened. Just last week, almost exactly
the same incident occurred in a small town in northeast lowa close to where I grew up. Had a
neighbor not found the child, he would have frozen to death.

For the sake of our nation's children, let's make this system work better.
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Chairman SHAW. Thank you, Mr. Ganske.

Our final witness on this panel is Harvey Hilderbran, who is
chairman of the Committee on Human Services in the Texas House
of Representatives. I might say that he is a Republican who is a
chairman in a Democrat House, so this shows the amount of bipar-
tisan work that is going on in Texas.

Please proceed as you see fit.

STATEMENT OF HON. HARVEY HILDERBRAN, CHAIRMAN,
COMMITTEE ON HUMAN SERVICES, TEXAS HOUSE OF
REPRESENTATIVES

Mr. HILDERBRAN. Good morning, Mr. Chairman and distin-
guished Members of the Committee. Thank you for the opportunity
to speak today on the important issue of welfare reform.

As a State representative in Texas and as Chairman of the
House Human Services Committee in the Texas Legislature, I have
studied various welfare reform initiatives across the country. We
have looked at the current welfare system, how the Federal Gov-
ernment dictates to the States how to provide public assistance to
our needy.

It is not difficult to understand why the welfare system has
failed the people it is intended to help and why it has failed the
taxpayers of this country. The current system discourages work
and marriage, it promotes a cycle of dependency, and it contributes
to illegitimacy.

We welcome the proposals outlined in the Personal Responsibil-
ity Act, especially the flexibility given to the States, such as block
grants with little or no strings attached to them, and to allow
States to develop innovative welfare reform plans that will address
the needs of our citizens.

There are some items I would like to comment about today that
are included in your plan that are of special concern to us in Texas.
When you are discussing block grants and developing block grants
for the States, please understand the diversity of the population
that is currently in the welfare system, not only across the country,
but in each State.

In Texas, we have four distinct groups in the welfare population.
We have the top 20 percent being basically job-ready. They have
just left the job, they have job experience, job training, they have
education and they are only temporarily out of work.

The second 20 percent needs assistance in education and some
job training and work experience. The third group needs a lot of
help, a lot of education and job training and work experience, and
they need special efforts to bring them into the work force. And the
fourth group, we should not expect the same expectations from that
group. Many of them have serious barriers to employment.

It is important also, when you are looking at block grants and
the formula to allocate block grant funds, to not reward inefficiency
and recognize that administrative costs around the country differ.
In Texas, the average administrative cost is $238 a year, and the
national average is $566. The formula to allocate block grant funds
also should not reward those States with high benefit levels. Funds
should not be distributed strictly on the utilization of funds basis.
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We also welcome the idea that Senator Kassebaum has talked
about, where the Federal Government would assume the respon-
sibility for the Medicaid Program and offer the States a block grant
for AFDC, child care, the nutrition program, and so forth.

Mr. Chairman, again we appreciate you asking for the input of
the State legislatures around the country, and we appreciate this
partnership that the new Congress is offering to the States in this
new initiative of looking to the States for ideas. We appreciate your
efforts on welfare reform.

Thank you.

Chairman SHAw. Thank you. We appreciate you and the States
setting the standard for us to follow.

Mr. English will inquire.

Mr. ENGLISH. Thank you, Mr. Chairman.

Dr. Ganske, you have been a breath of fresh air in your short
time here, and T was wondering if I could get you to amplify on
some of your practical observations from having served as a physi-
cian in the field up until very recently.

I was wondering if you could comment on the link that you see
between the design of the welfare system and the destructive be-
havior that that design causes and the quality of the health of peo-
ple in the welfare system.

Mr. GANSKE. I think the system has the wrong incentives. The
Department of Human Services in my neighboring State, the State
of Nebraska, did a study last year. They asked the question of why
are people on welfare. Their basic answer was because it pays.

If you add up the benefits for a woman and two children in the
State of Nebraska—Iowa is very similar in terms of its payment
structure—if you add up cash assistance and all of the benefits, in-
cluding title XIX, Medicaid and housing, in Nebraska, and simi-
larly in Iowa, it works out to about $22,000 a year. Now, that is
about $11 an hour in terms of a job for equivalency. I think there
are some reverse incentives in the program. That is very much why
we need work requirements.

Mr. ENGLISH. We have had a number of academicians come be-
fore this panel and try to argue with a straight face that the wel-
fare system does not create the family breakup that we see in the
underclass today. From your own experience in dealing with people
who are welfare recipients, does that make sense to you?

Mr. GANSKE. In my practice, I have seen that couples do not stay
together or do not get married because otherwise they could lose
welfare assistance.

Mr. ENGLISH. In your experience, do people respond to the incen-
tives built into the welfare system?

Mr. GANSKE. They do. I have always been one of the leaders in
welfare reform. Just a year or so ago, they set up a whole new
package in terms of making responsibility and accountability as
part of the equation. They individualized each family and set up
goals of work requirements for each family. It has resulted in a sig-
nificant increase in families going back to work. So, the incentives
have something to do with it, and the requirements have some-
thing to do with whether people stay on welfare.

Mr. ENGLISH. Thank you again for your testimony. I know we
have quite a few panels today, so I will not ask any further ques-
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tions. This has been a very distinguished panel of legislators who
also have a lot of practical experience, and I appreciate their time
in coming before this panel.

Thank you, Mr. Chairman.

Chairman SHAwW. Thank you, Mr. English.

Mr. Rangel.

Mr. RANGEL. Thank you, Mr. Chairman.

It is so good to see you here, Congressman Franks.

Mr. FRANKS. Good morning, Mr. Rangel.

Mr. RANGEL. Is it your testimony that you support these elec-
tronic cards because you find a definite connection between drug
abuse and AFDC checks?

Mr. FrRanks. I utilized that as one example, Mr. Rangel. I just
believe that the debit card system would be far more efficient.

Mr. RANGEL. No, [ was not talking about drugs.

Mr. FRANKS. Well, there are some reports, one being the Colum-
bia University report

Mr. RANGEL. No, no, no. Do you support that AFDC checks are
used to buy drugs, and that is why you want the electronic card,
or did you just throw it in to wake us up?

Mr. FRANKS. Yes, Mr. Rangel.

Mr. RANGEL. Now, where you have the largest amount of drug
abuse, is there a connection between poverty and drug abuse, in
your opinion?

Mr. FRANKS. Yes. Let me back up for 1 second

Mr. RANGEL. I have a series of questions and there is a connec-
tion:

Mr. FRANKS. I want to expand upon them versus just having a
yes or no answer, but I will give you yes or no answers, if you pre-
fer that. But I would like to expand upon the point.

Mr. RANGEL. I just want to ask questions, because when you tie
up the AFDC check with welfare, I just want to know whether you
have got it tied up with poverty, whether you are going to tie it
up with high school dropouts, whether you are going to tie it up
with the highest degree of homelessness, with AIDS, with hopeless-
ness, with the highest unemployment rates.

If you were to take all those things and put them together, would
that not be where the highest amount of drug abuse would be?

Mr. FRANKS. Yes.

Mr. RANGEL. And police corruption, too, right?

Mr. FRANKS. Yes, most definitely.

Mr. RANGEL. So if we really want to tackle this problem, would
you disagree that education, training and jobs would be the most
important thing we could do?

Mr. FRANKS. And we have that in H.R. 3500, Mr. Rangel, yes.

Mr. RANGEL. Very good. Now, I suspect that you support the
Contract With America.

Mr. FRaNKS. I have some reservations with the Contract With
America, but I look forward to working out those concerns with the
Chairman and others.

Mr. RANGEL. How about the tax provisions? Do you support the
tax provisions in this Contract?

Mr. FRANKS. At this point, Mr. Chairman, I would rather refrain
from making comments about that. I am here to talk about my
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debit card idea. I would like to be able to meet with my Republican
Members on my concerns about the Contract With America, and at
this point, I reluctantly do not want to respond to that question.

Mr. RANGEL. Well, your Republican friends have advocated tax
cuts that, according to the Joint Committee on Taxation, would cost
$196 billion, and the Chairman of this distinguished Committee, a
Republican colleague, indicated that this has to be paid for, and
has also indicated that we are not going to touch Social Security,
and I assume Medicare. Most of us agree that the overwhelming
cuts are going to be with programs that service these poor commu-
nities that you and I were discussing. Do you support——

Mr. FRANKS. As I said before, Mr. Rangel, I am here to discuss
my debit card proposal, the bill which I introduced in the last Con-
gress; a bill for which the administration has also shown a consid-
erable amount of support. H.R. 3500 had a provision that talked
about the debit card/electronic benefit transfer system.

Mr. RANGEL. But you do not want to talk about the poor——

Mr. FrRANKS. I have no desire at this point to discuss the particu-
lars of the——

Mr. RANGEL. My admiration for you has dramatically increased,
because if I were you, I would not want to talk about this either.
So why don’t we quit on that very high note.

Mr. FRANKS. Thank you, Mr. Rangel.

Chairman SHAwW. Well, so much for high notes.

Do any of the other Members have any questions?

{No response.]

If not, we thank you all very much for being with us and for
some very, very fine testimony.

Mr. Cardin, who is a Member of the Full Committee, has re-
quested that a series of articles by the Baltimore “Sun” be made
a part of the record. If there is no objection, I will see that they
are made a part of the permanent record. This is the series that
was laid on the desk I think last week or earlier this week for the
Members to look at. It was a series on various poverty programs.
They will become part of the permanent record.

[The following was subsequently received:]
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America’s most wanted welfare plan

Rosle Watson

finally found
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ing the program — including »
titpling of the children’s rolls
between 1989 and 1004,
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been declared “mild mentally purse againsl chealors gave
relarded” evaluslors at 1o concern the
Northeast I-:u’hlln- University. rivd chontiod
s Wetsan had told them that he Sam ‘wap onc of Use Biret
was vickeni a threal (0 other i  to benefit from this new aljtude.
dren. in Febnuary 1964. at Lhe o

nammm report. Soctal  Une beckiosh. Ms.

Security # June thal Sam -~ ANb application, in claimi;

rols.
Ms.  Walson
three more
times unsuccess-
fully for Sam. then
n 98] gave up —

”
she made no
claims. Durln
that

the ‘u-:ntunm»-du
- purge
s-nnnantm

thet he was retarded and ha
behevior problems. 1 [

him 1o overtome
hs . Mia
parcnis would lose
the money #f he
does. And Social
Securlty rerely

cheche to 14
chikiren are stil]

disabled.  The
agency haa not
reviewed m'p

condition wince
wwarding hirn ben-

encourage reciplenis
un, Bves.

anly did Sam become the

first Watson 1o win benefits. he
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half-million cases dating from
1980.

The result: The doora to disabil-
mylmu were thrown Tn for
ren. So far. 134.000 of them,
including Sam and Cary, have
shared in retroactive payments of
$1.4 billion.
By November 1991, six of Ms.
Watson’s seven children were on

the rolls. . l
Cary became the last, finally
making it tn February 1993,
Ms. Watson filed his first appht
cation in 1989 when he was 16.

™ found him

... easily irritated ... g‘mnlvel
and expiosive™ and noted that he
had killed a man In self-defense.

Caseworkers turned him down.

Ms. Walson applied again and

the same answer, This Ume she
appealed lo a judge.

Mcanwhile, Cary went 1o prison
for nearty two m«mwm-l
pregnant girifriend, Injuring her |
and the child, and his case was
put on hold. Once freed, he went to
a psychologist who told Social
that he had an IQ of 53.
“strong antl-social features in his .
personality and 1s volatile and |

‘And. added Dr. Bobby L.~
henson, of Monroe, La., "He,
he does not want fo work.”.

A month later, in February

1963, the judge awarded Cary ;-

monthly checks, and gave him the.

retroaciive payment, excluding his

Jall time.

Eased access

tart to finish, Ms. Watsen's

St

Congress cased access 10’
benelits for @ number of reasons;
importantly for the Watson famtly

included expansion of the list
of mental atiments that qualify.
Today, mental problems are the
primary diagnosis for almost two-
thirds of the children among the
recipient

4.5 miltion disabled SSI s,
Mas. Watson's offepring are among
the two-1hirds.

Only one of them, Olcaner, 13,
baby of the family, still attends
Soulhside Elemenlll&'s:hnol.
across the street from Watson
bhouse.

The principal at Southside ia
Willie Lee Bell, a man who despises
the SS! program.

Broad-shouldered and soft-spo-

He grew up with 10 brothers and
sisters In a four-room sharecrop-
per's house on Epps Plantation in
Wes( Carroll Parish. where his
father worked 12 hours a day. His
fatled kidi would automatically .
qualify him for disability payments
from Soctal Security if he chose not
to work.

He has watched the tidal wave
of $S1 applications up close. For
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Addicts squander
“checles on drugs

and alcohol

ICOTT ANGER/SPECIAL TO THE SUN

Mutyunml.ndbylhonludcnuhe Jack Gordon Hill Jr. of Baltimore I.Ilnpzindl‘vnlpueevlﬂ:lhﬂtmlenﬂqlnl
Californla drug treatment ceater. Months later, he was out on the street, Soclal Socurity disability cash supporting his habif

By Jim Haner
4nd John B. O'Donnell
Sun Stafl Writers

.- They found Delmont Williams'
body in an aliey off Harlem
Avenue, lying under the bald
branches of a withered willow
up at the aflernoon

sky through dead cyes
on “check day.”
He had enough sleo-

hol and heroin In hts
veins (o Intoxicate
three men.

m’d (or tr
overdossd Wit
mnney from a Social Security
tha

program that doles out mon
checks to 8 million people who

to be hard-core substance
abusers squander

l.he cash on

eginning rldly. the new
Repu fican- led majority in
Congress will examine the

prob-
lem in hearings on Capital Kill.
Some are already vowing to give
addicts the ax.
But they will soon Jearn that
1t'a casier sald than done because
of ane little-known fact:
Most of the addicts and
alcoholics on the rolls
— ps 88 many as
Lh;eeml of four —yne
retarded, blind, crip-
pled or sulfer from
some other disabllity
that would sull entitie
them to the $458 monthly
checks.

And has refused for
two mC:;gwu;W treatment
for «ddicts in spite of a chronic

horu|f¢ of even the most basic
rehabilitation. Fearing that any

appearance of coddling drug
tnvite voter

lash. the nation’s lawmakers
have socia) workers and

ignored
drug counselors who say that
intensive long-term treatment is
1he only answer.
“The first reaction of ruhl-
w\u mnunmum wl.ll be

vanl it (ouched But tllher or
those courses would

simply per-

petuate this crisis.”
Says Pam Rodriguez. s
Chicago drug counselor: .l::

ecks. Now, we're getting
mplel and they're ruined. We
33 know

even where to etart.®
Checks for the drug abusers
are taxpayers #1.4 bilion

up,

a year. Mos! are alcoholics. The
\'r‘::l_l mejority arc men. Almast
are Thelr age

is 42. And few wer.m:‘elhelr
habits. Rather, they usually end
up dead or in scven
years of receiving their firat

The case of Delmont Willlams

is typleal,

A bearded father of two who
drifted from North Carolina to
Balumore, his medical records
show that Social Security knew
he was a hard-core alcoholic
when (t mailed him his firat
check in 1987,

His liver was swollen from
of h 4 . His heart

was congested. Hall "bis teeth
were missing. And his skull —
bashed In ycars carlier ih a
drunken braw! — was webbed

See ADDICTS, 8A
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Deimont would sprnd R on
and aleohed. Uniil & fnally killed

underpinnings of the aid program:
1o previde fav the basic needs of
those who couldnt work

That dectsion set blind, retarded

opening
door for thou-

abusers who
aren'l physical-
ty dissbled and
who probably
never  would
have qualified
for ald under
the old rules.
Thez are
men like Ernie
Hernander
The 34-year-
old herotn
addict and
falher of two sita In Lhe brown
grass outside the San Joaguin
ounty drug clinic in French
Camp. Callf.. a desolate far:
east of San
He Nidgets with his beefy hands
as he describes his aix years on
Sst

A one-ime cannery worker and
farm laborcs. he fas no apparcnt
that wouid keep

im from working. He Is lucid in
conversation. And &t 6 fect tall and
235 pounds. he's bullt like a

U ifer.
"t admit 1,° he says. °f don't
ook sick.*

But he’s collecting $438 per
month tn SSI, which qualiies him

for o - ! payment
{rom the state, b his ax-
{ree monthy take o — ot
the same amount (hal the sverage
retiree geto from Socia) Securily
allers of labos.

“The money

minimum-wage

. Next thing 1
now, | oo
sloned. 1 Jose
the Job. Then
what am § 3
na do to feed
kicks?

men, if the;
stop SSI. the
erime

going
through
roof. Iy nll a lol
us have.”
And Ernte
Hernandes

crime. He says he's been
heresn and cocalne wea
1een-ager. landing in privon al
lcast nine Lhmes.

He'd hike lo himself clesn
and back o = f for 0o othey
resson than _s i family off his
bach and to able (o spend &
weekend in the mountains without

having (o come home early
because | ran out of dope *

But he has never botn able to
rehabilitate himscll. Even when he
wants H_ there Is Htlle n the way of
avaliable.

In he shot into his lcg the
t before. he consid

oplions as he fingers & sm.
gummy "booger” of heroin in his
pocket.

809

Tm really gonna kick

heap and pieniiul, biach tar
hss spawned a plague of
#ddiction in the cities and
lowne alon

Inlerotate 3
thal has

elped make
— With al least M,

addicts on the aid rolls — the

Ihe nation.

Ernte Hernandes
g himself up from
. *] WARL to get on the
wai bst I'm
uniting bs really goana hick

£

four are diaability
tl\!t;l. according (o 4 recent

I test positive for herotn
and Im'll' Munk them oul of the
. “Then

DR e
o0 the

Tet’and the whete' | phur |
over aguin | can say that

When frat decided to
ket addicts hike Emie Hernandes
ald for merely t
5‘««4 Soclal Security to herd
them Into brestment a3 & condition
of thelr
Any addict who refused was 1o
be cut off —
except for D!
addicts,  be-
cause

deemed
they d
“earned” thelr
benefits when
they were

that

Ing

be free o
them as they
- i

The treat-
ment rule was
supposed ta
Keep poor ad-
dicts ‘on SSI
fsom  simply
using  the
money to fred
their  habits.

But fermer agency officlals and
legislalive a,

cy
Congress as early aa 1969 that

And 1o onc expected out-patient
trestment 1o work.
But the nation's lawmakers
ereslod In

prime mover
“He told us Lhere was no
hell he would support giving
o addicte without at
least making It look like we were
getting tough with them at the
o s Tom Joe, a

shinglon soci I:z analyst
o hel write (he disability
rules. "Beery-
body that
they Jaroblbly
wouldn't  be

private
mates. But

estl-
there

are siois avell-
able for lews
than hall. And
a least 100.000
people are on
waiting lsts
those slots sl
any time. For
others. there
are no lists.

T

scares. of disabled people from the
surrounding countryside. Many
sre Uliterate, hobbicd by years of
Bard habor in wines Turober

of here,* S of
. says

the American hdcm of

Government whe

rep-
resents locat

Anonymous or
something Uke
hat. But how
long can the
last” when afl

re -
it
p thera)

other
alcoholics? Ita
utt

Her frusira-
thon 15 echoed by
dnug counselors from BaMimore (o
Seaitle who say Congress and the
Soclal Security Adminlatration
have never been serious sbout
rehabilitaling addiets — or in
understanding how treatment
works.

ki
-y ma San
methadene clinic and Aleohalics
lymous (hat bring sddicts in
off the street for a few weel
detoxtfication or a few hours of
P counseling every are the
Bt likely u:.:m :’{n hard.
‘core substance abusers. 3
“H amounts 1o drive-by thers-

Py sy Dr. a of
paychialry at Yale and the
Univeraity of has

ked with addicts for seven
years. “It may work fine for (Me
carty stage addict who st has 3
home. a family
and s job. But
(hat's nol whe
you sec on diy-

“These peo-

are serious-
debilitated
rug abusers,

off Irom thelr
addict friends
and their old
hang-outs, and

cisely this kind
of treatment
that Congress
has refused for



Checks flow as treatment lags

You canY ue your check to bay &

L v
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Congres. Soctal Securty in
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who are coun
a rrakdential progrem.
Adding INauK 16 inury. raun
rsicred Soctal

sperding them In

st samemer 10 carty ot
« plan o cul off sdicty’ cheeks
ter thre

crats
denuat treatment for 33000
addirts.

“Instead. we're spending i o
poople

back out onto
the street * syt an
eraspenaied uatafoon, who

represents state rehabilitpiion

durectors tn Washingtan W
their drugs lor them lor three
byt we wont
patient Ueatment 1ts yaane *
Hor 8 the crackimen

Ihe gress
promised I taxpayers when I
Foaed o purgs sddcte trom (he
ToBe. Thats brcatse monl of thei
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e for axd

“The Jact 1t hat drinking and

P of Himerus tha ey or may
o their

abse
Willard Redpaint is a walking
Bustraton

“Pints sway from dead”

a3t mornings, the 61

vear oid Dakols indtan

seen sumbiing

down Lartmer Screet on

ihe  graffiin scrawled
Industsial fringe of downtown
Deaver. & dortle of 1an Rosc

“ine irembling hand and
lassy Rim arross his bloodahot

A1 10:30 on » Brighl. clear
marning In August. he ls alrendy
drunt So drunk IRs1 when he
blows inio & Breaihatyzer 31 a
nearty homeiess ancher he recis
1rry a potentiai Iethal 42 binod
Lreahor leeel lowme unes ime
amaunt 1a be considered legally
narv-an
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- SSI saved
-him — or so
he thought

By Jim Haner
and John B. O'Donnell
Sun Staff Writers

FRENCH CAMP, Calif. — Jack

".Gordon Hill Jr. knows he's not -

very popular these days. He knows

".a lot of taxpayers hate the idea
that he's getting $458 a month

_from Soclal Security slmply
“because he disabled himself with

- drugs and alcohel.

. He has friends on the street
who gel the checks and use them
to buy dope and booze — hard-
core addicts who could care less
that they are tempting Congress to
wipe out the Supplemental
Security Income program for sub-
stance abusers.

But he also wants you to under-
stand that it's the only lifeline for
people litke him who are serious
about getting themselves cleaned
up and back to work.

“It's like | been falling in a bot-
tomless pit all my life and all the
sudden there was this one thin

branch sticking out.” said the 41- -

year-old Baltimore native in a July
interview. °! grabbed it. Now, I'm
climbing out.”
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“I have a lot of apalogies to make

to s lot of people, especially my
kids,” says Jack Gordon Hill Jr.

Six months later, he would find
that the climb was longer than he
thought.

Last summer, he was full of
hope. The one-time beautician
from Hampden sat on the edge of
his bed In a treatment center in
the middie of the California desert
and gently cupped a kitten In his
scarred hands. Her name was
Serenity. something he said he had

-finally found after more than two

decades.

He verged on tears as he
described how his life was torn by
cocaine and liquor. The infant son
he put up for adoption. The two
small daughlers he abandoned in
Baltimore. The ruined marriage.
The years lndlall for petty theft,
shoplifting and bu: L
“I have a lot of apologles to
make to a lot of people, especially
my kids.” he said.

He was interrupted by his
roommate crying out In his sleep.
Bathed in sweal. shivering
beneath a rough wool blanket, the
other man twisted in his sheets
through the first stage of heroin
withdrawal.

Jack Hill returned to the ques-
tion at hand: Why should taxpay-
ers be willing to contnue giving’
checks to addicts?

*S$S! saved my lfe.” he said. “If
it wasn't for SSl, ['d still be out
there on the street.”

Six months later, after graduat-
ing from the program. he was back
on the same dismal street corner
in nearby Stockton — stoned and
stumbling, with fcderal cash n his
pocket and a head full of drugs.

“He left here clear-eyed and
looking like he would make it.”
said Craig Wooden, director of the
clinic. “Now, he's wiped out again.
The fact is that-80 percent of them
relapse without intensive follow-
up. but there’s only so much we
can do for them.”
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By Jlm Haner
and John B. O'Doanell
Sun Stall Writers
ey came tn a huddled mass.

nred poor and yeatrning to
the free. Then. they saw the

ads.
“You are disabled. menta dis-
abled. having serious sickness of

bie.” ptoclaimed one offer s
ian newspeper In Santa
Ana, Calif.

“Free counseling.” said anoth-
er in Bcverly Hills. Cll:nl wiil
only pay alter recerving maney.”

And :glln In San Jose: “We
are professlonals on 581 — with
85% successfultiesal

Through such ads. thousands
of tmmigrants have sicpped onto
U.S. sotl in recent years and
found Ureir way (0 huckstcrs. con
men and entrepreneuring soctal
workers who stcered them onlo a
federal welfare program for the

SPECIAL REPORT

Immigrants walk off the boat
and onto SSI disability rolls

disabled called Supplemental
Security Income. Without work-
ing 50 much a3 a day. the new
armivals begin collecting $458 a
monl
In just five years. their nu

bers on the 91 rotia have o
bled to more than 700.000 —
making them the second.fasiest
growing group in a Soclal
Sccurity program nrlginlll}
Intended for poor Americans (oo
old or disabled 10 support them-

lien in taxes — enough
to buy a four ycar edu-
callon at Harvard
University for every

graduating high school sendor in
me Maryland public school sys-

“"and more are on their way
from such places s Mexico.
Vi Ruszia a¢ an imend:
gration boom simost unpuce
dented tr U.S. history conl

Now. lhe new Republl:an

for them. Spurred by (he mou

ing voter outrage that I:d
California (o cut off services to
aliens in

expected to call later
Whis week for deep culs
In dissbillty ald (o

“It's ime for them lo
live up (o the commit-

Sophan No, s Cambodian refugec, admits paylag « middicman to help his family fool doctors and easeworkers In order to qualify for 881

America’s most wanted welfare plan

ments they made when they
came to this country.” sakd Sen.
Rick Santorum of munurgh a
lorrrfer ublican

who parlayed promises to pu m?e
the (orelgners Inta u succeasful
Senale campalgn. “We cannot
allow ouraelves (o become the
dumping ground for the world's

e
Bul records make cleas that
Con as I8 hr[lly rupnnllble

It triggered the
lurge by |nv|un| thousande of
menlally 11l refugees Into the
United States and them
onto SSI just as 1t was pass!
the mosl generous mental dis-
ability rules In history.

As & result, mofe than 1 mil-
lion “mentally disabled™ people
came onto Lhe rolls. And mental
problems became the No. | claim
of those seeking atd — cttizens
and noncitizens alike.

See MEFUGEES, 84

paranola.

B. If you have three of the fol-
lowing, you may be manic:
1. Hyperactivity.

habits.

Frequent disturbances of
sight. he: . speech, sensa-
tion or use of limbs with no
known physical cause.

Here is a list of symptoms that 2. Racing thoughts. 3. Unrealtstic actions based on
Soctal Security uses to deter- 3. Unc y physical
mine whether an applicant is ell- 4. Inflated seli-esteem. .
gible for $458 monthly disability 8. Decreased need for sleep. Personality disorders:
checks for emotional, psychoso- 8. Easy distractibility.
matic or personality disorders. 7. Fallure to recognize unpleas-  If you have one of the follow-
ant consequences of actions. Ing ingrained behaviors, you
Emotional disorders: 8. Hallucinations, defusions or may q
paranola. 1. Seclualvcneu unreasonabie
A If you have four of the fol- suspicion or hostility.
lowing, you may be depressed:  C.If you have s binati 2. Odd speech or
1. Loss of interest in activities. of the above symptoms, yon behavior.
;. Trouble sleeping. may be manic-depressive. 3. Mood 3
. Agitation. 4. Chronlc dependency. -
4. Decrease or increase In Psychosomatic disorders: or fon. - pass]
appetite resuliing in weight 8. Unstable relationships and
change. If you have ene of the follow- Lmpulsive damaging behavior.
8. Decreased energy. l.u you may qualify:
8. Feelings of guilt or low seif- . A hislory of unexplatnable Any of the above comblned
esteem. symploms beginning before with at least two of the follow-
7. Difficulty concentraung. age 30 that resulted in unnec-  ing may make you eligible:
8. Sulcidal thoughts. essary medication, doctors 1. Restriction of daily activities.
9. Hallucinations, deluslons or visits and changes in living 2. Inablity to funcuon soctally.

3. Inablility to concentrate or
complete work tasks.
4. Deterforating work quality.

SQUACE. Soclat Securily Administration




813

Tales of suffering —

some true, some not

From 1A

Records ahow that immigrants
came onto the rolls for mental dis-
abllitles at a faster rate .han any
other group except children,
demonstrating the combined
effects of open-handed immigration
policies and relaxed rules on men-
ta} disabl

Today, Soclal Secunity pays out
more than $25 bilion {0 6.3 mil-
Hon disabled and elderly people.
One cut of every eight is a legal
alten or relugee. Of the disabied,
one out of every three is getting
'c'hecks for & psychalogical prob-

m.

These two facts are closeiy relat-
od. Behind them is the story of a
24-year immigrant boom that
caught Social Security unaware,
1he rise of America's disability cul-
ture and how
1bey were both
premoted by
Congress. And it
might not have
been told at all if
not for a man
named Simardy
McNeil Chan.

A 33-year-old
San Diego County
social worker, he
ran a cotltage
industry fcom the
front seat of his
gray BMW 3181
sedan helping
Southeast Astan
refugees scam
money from
Soctal Security.

For a fee of
$2.700. he led
able-bodied
aliens into a fed-
eral office build-
ing in San Diego,
took them before
Sactal Security
caseworkers and
fabricated har-
rowing lales of 0 £

Caught red-
handed, Chan
was convicted
last year of lying
o kers (o

casewor]
get hig clients
government aid.

In exchange
for a lenient sen-
tence, he agreed
10 help state
agenta “sting”
doctors, druggists
and psychologists
running “disabili-
ty mills” for
Southeast Asfan
relugees in
Southern  Caltfornia:  One
Vietnamese doctor and another
Cambodian (ranslator have been
Indicted so far.

are big men from the 581

. They
- rich men,” said Sombath Uon. a
:44-year-old Cambodian who

helped bring down McNell Chan.
“You sce them in thelr big houses
with their new cars, And the people
Are waiting in line outside their
door to get the 881 hke beggars,
“They are teaching the people {o lie,
to steal from the government.
“They are like godfathers.”

Powerlul figures

m San Diego to Seattle, the
middie men have become
powerfut figurea, he said,
commanding respect once

for village eiders.
Some are tralned and bonded
translators

morigage settlements, Bul others
are fiy-by-night hustiers who herd
Ahe sick, the poor and the gullible
. 4

through Social Security's English-
speaking burcaucracy. then take 2
cut of the check and disa 3
They advertise in California’s
Vletnamese newspapers and on
bodian radio talk

that he clahmed lef his clients too
traumatized to hold a fob.

He had been able to do this for
seven ycars, he boasted (o a group
of potential clients last year,

use few of the agency's case-

workers coukd speak foreign lan-

guages well encugh to guestion
ants g X

“Not to worry.” he assured
“They ure Americans.

them. We are”
! Posing as a translator, Chan did
all the . He then steered his

<lients o plyd’ni?ﬂj wha - cit-
‘ing the mental disabifity rules

passed Congress — confirmed
-that they were mentally (Il and
‘couldn’t work. Secial Security
‘would then begin mailing them

monthly payments.
in this manner, Chan once

‘boasted. he had ne irouble getting
.checks for 2,000 of his country-
.men, a population that would cost

U.5. taxpayers more than $10 md-
lion a year.

He had no way
of knowing that
three of his cus-
lomers were
undercover tnfor-
mants for the -
California attar-
ney general's
office or that his
sales pitch was
belng recorded by
htdden micro-

shows. ‘gaey
rent office space in places such as
Long Beach, wh;;e 100};20’2
refugees have given the city what
said to be thcml:rgest Cambodian
population de Cambod
They do business in Thai, Laotian,
Fllipino and Japanese.

Alerted by the California attor:
ney general’s office to the fraud
and unabas;led markeugg of the

bled aid prog - 'l
and President Clinton approved 2
raft of paper changes to the SSI
law last summer.

What they did not do Is {ix long-
standing flaws in the program that
have allowed untald millions of
dollars in fraud
and waste 1o
flourtsh for more
than two
decades.

They did not
tve Soctal

hire or train more
bilingual case-
workers. Rather,
Mr. Clinton is
cutting the work
force at a time
when only 14
percent of the
agency's 30,000
caseworkers
speak anytmng
but English an

less than ! per-
cent speak the
Aslan or Eastern
European lan-
guages involved
in most of the

known fraud.
Congress did
not address the
fact that federal
faw enforcement
agencies have furned a blind tye to
the fraud, leaving 300 Soctal
Security field investigators on thelr
own, It is the equivalent of asking
one Baltimore Police Department
district station to cover the entire
state of Maryland. :
- And Congress did not acknowi-
edge that } is largely responsible
for the problem it is now complain-
ing about.

In the grip of the Cold War, the
nation's lawmakers a8 early
as 1965 to loosen Immigration
rules for refugees fleeing
Communist countries, @iving auto-
matic ru!:mq to many and trig-

fering a sl rise in immigration.
¢ ‘A gmd:zur. they created SS!
— telling taxpayers that the pro-
was for elderly and disabled
Americans who could not help

But low-level legislative aides
who wrote the program's rules
# sentence that wiped out

£ q!
ments that once kept immigrants
from getting gov-
ernment aid for
years. And it
meant that
refugees were eli-
gible the moment
they stepped ofl
the boat.
Then, begin-
ning in 1984,
Congress
approved new
mental disability
rules that made #t
eagler for the

was streaming
throuwgh
America’s golden
door,

The fall of

South Vietnam.

the civil war in

Cambodia, the

exodus from Fidel

Castro’s Cuba,

the U.S.-backed

contre war in

Nicaragua, the collapse of the

Soviet Union, the fall of the Berlin

Wall. the digintegration of Haitt

and other calamities brought more

than 15 million legal aliens Into
the United States.

1t was 25 percent of the total

U.S. immigration since 1820,

packed into little more than two

decades. And almost half came

from the Asian and former

Comrmuntist bloc countrles of

Eastern Europe that now account

!r‘or énost reports of translator

fraud.



“We're dealing with an alien l
1 )

and cultural barrters thal has been
traumatized by unbelievably brutal
wars and Incredible poverty.” satd
Chris Rodriguez of the California
attorney general's office. “And we
have a set of mental disability
rules that practically any of them
can pass. even though they may be
;llorkmg and supporting their fami-
les.”

The new immigrants amrived io
find a Social Security

Administration that had Jalled (o
train its work force in foreign lan-
guages.

“It's a probiem we weren't even
aware of untl] the last few years.”
said Lenore Carlson. who aversees
the agency's 1.300 ficld offices.

Few facts, big problems

oclal Security never kept a

comprehensive record of

which offices were being

hardest hit, she sald, and

never compiled enough data

on lmmigrants to get a true picture

of the boom. Likewise. no congres-

aional audjt of disabled aliens has
ever been done.

Meanwhile. caseworkers were

drowning — caught between time-
consuming appllcations from
aliens and demands from supervi-
sors to keep the cases moving in
the face of a shrinking work force.

“We get all the runaways. home-
less and vagabonds from four
states.” said Jeff Saul, a Seattle
caseworker. “They're babbling at
you in four dialects of Chinese, 13
Asian topgues. Spanish. Russian,
Ukrainian and Filipino. We're
using translators and sign lan-
guage to prepare their applica-
tions,

“And God help you #f you make
@ mistake or ysur productivity
slips. Friend. you don't know what
frustration Is unttl you've spent a
day in an SSA fleld office.”

That's not the way Social
Securtty Commissioner Shirley S.
Chater tells it.

“T recently returned from a wrip
out West and was greatly heart-
ened to see aur people ali pulling
together in a spirit of cooperation
to get a handle on this problem.”
she said in a recent tnterview. *And
1 belleve we are. There's an opti-
m;sm and positiveness that is

piring.

Of the $13 Soctal Securtty fleld
workers in the Seattle region. only
26 speak Asian or Eastern
European s, leaving them
:;eavﬂ{y :iepenien( on free-lance

ansiators. And non
aLor e speak

Given these circumatances,
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caseworkers say. events that
unfolded there last year should
come as NO surprise.

After nearly four years of gath-
cnng ieads on a suspected transla-
tor [raud ring. the staie Office of
Spectal Investigations drew the
Interest of the U.S. attorney’s office
in Seattie. which launched the only
federal investigation to date Into
immigrant fraud.

FBI agents tracing the clients of
one transiator uncovered 50
ungualiified applicants who would
have drawn almost $17 million in
benefits In thelr lifetimes had they
not been caught. sald Assistant
U.S. Attorney Steve Schroeder.

“If that isn't enough to drive you
crazy. consider the fact that we
have taken down three of these
guys so far” Mr. Schroeder said.
“And between the three of them.
we're talking about potential losyes
in excess of $200 millien to U.S.

yers.
Typical was the case of a 63-

year-old Vietnamese translator

named Thah Huyen “Jimmy” Vo.

American dream

immy Vo came to the Uniled

States tn 1975 after the fall

of Saigon, after fording the

Mekong River into Thalland

with his wife and eight chdl-
dren, after Hving for months in
squalid refugee camps.

Landing in Tecoma, the family
began pursuing the American
dream as thousands of immigrants
before them had done: the hard
way. They picked fruit and vegeta-
bles in the flelds east of the ety by
day. attended school at night and
saved their money.

Within a year, Jimmy Vo bought
his first home off Yakima Street —
“Little Vietnam®™ — Tacoma's
refugee quarter. By 1980, he had
his U.8. citizenship and a master's
degree in social work from the
University of Washington.

Soon, he opened his own busi-
ness. Refugee Professional
Services. Increasing respectability
followed. He became a volunteer
counselor for abused children and
campalgned on behalf of a Little
Vletnam community center.

Then, Jimmy Vo's American
success story came unraveled.

“We paid him $500 to assist us,”
a Cambodian named Sophan No
told Tacoma police. “Jimmy Vo
helped my wife and | o lie 1o the
doctors and to the government
people in order to qualily for SS1.°

°I pretended to the doctors to be
very stupid. and this was a lfe

because | am very smart," sald
Savoeun

ano immigrant,

Sam. "I pretended to the doctors
that I could not work, and this was
2 e because | was able to work
very well.”

Between them. the two
Cambadlans qualified for $32,000
in 851 and other government bene-
Nits after bluMng thetr way through
mental examinations with Jimmy
Vo's help, court records show. In
exchange for their cooperation and
& promise to pay the money back,
they drew a few weeks in jail.
Jimmy Vo got five years in federa!
prison.

Te investigators working the
case, Vo demonsirated just how
easy it is for almos! anyone to
exploit Social Security's mental
disability ruies with the right
coaching or & sympathetic doctor.
And there are signa that his is not
an isolated case.

Unequal equation

oday, there are about 1,500
people on 58! living In and
around the compact Little
Vietnam nesghborhood that
covers a few square blocks
near Tacoma's Lincoln Park. On
their behalf, Social Security pumps
about $3 miflion every year into
the tiny community of neat clap-
board homes and apartment butid-

mg;oclal Security offictals say
most refugees on SS! — two out
three -~ are simply too old to work.
But Tacome turns that equation
on fts ear. Of the 1,500 recipients
in Little Vietnam, records show,
only 200 are elderly.

Sull, Ms. Chater said she 1s con-
fident that fraud among refugees is
not widespread,

"We den't want the American
prople to think this whole
18 rife with freud and start petitton-
ing their Congress members to kil
1" she sald. “The fraud we're talk-
ing about represents a tiny fraction

of cases.

Mr. Schroeder. the Seattle pros-
ecutor., i3 not 8o sure.

“We keep hearing over and over
again thal weTe making & moun~
tain out of molehil.” he said. “But
the fractlon we've been able to
prove amounts to millions of feder-
al taxpayers' dollars. And [ stress
the words “able to prove.’ The fact
i3, nobody has dy, deeply into
this problem.” W veey dop

That's because Sociu! Security's’
police force ~ the 300 agents i
the Health and Human Services
nspector General's - are S0
busy investigating scams in other
federal programs that they barcly,
have time for anything clse.

And f{ederal prosecutors are too
busy handiing drug cases In most
Jurisdictions to be of much help.
Even when local investigators
manage to crack an §51 fraud
case, they usually have trouble
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Congress opens door
to fraud by refugees

finding s U.S. altorney’s office wil-
n.wuhnwmn.

U you al individual
d’mlnud.you'nnu .crally
looking al targe rh-s. s

mmers. 4 senior Inepector
General's Invesiigator In (he Loa
m&- upm.l “And that's
t we need o g
$300,000 on s full- blm'T"nw-u
galion. We're not exactly over-
staffed cither.”

Her olfice’s 13 agents cover &
75.000-square-mile swath of two
siates that sireiches from Los
Angeles 1o Las Vegan — an ares
that contains no than 400.000

trying to nnd
haystack.®
Agenl Summers

And even
when agents
prove fraud by
& ftranelator
they  cannot
autematically
kick hts clienta
off the rolis.
Under rules set

ent is, In fuct,
nol disabled.

“We're Lnves-
tigators. not
paychologists.”
she sald. “How
are we su
posed (0 deter-
mine whether
somebody has
a disabling mental condition when
four psychologists will examine Lhe
same guy and gve you four differ-
‘ent opinions?

“The bottom line i3 that once
1omebody qualifica far benefits.
eapectally for @ mental problem.
|l's vvry diMcult ic get them off the

Am that ob.ervalnn 13 not lost
on Lhe

|nmngncn In the San Diego
and Seatthe probes gave strikingly
similar accounts of how crooked
iranslators coach Iheir clicnts lo
fake mental disorders Instead of
physical handicaps — hecause
mental disorders won't show up o
an X-ray.

Bluffing through
uriher. fests for psychological

Calif.. where

re collecth

month (n SS
identified one

In Long Beach,
15.000 residen
6.7 million
duh.

Awlhnu - MTB]M e SI
Rﬁxodrul.‘

joday. about one out of three
s or

Immigrant
in part on mental di
to Soctal Security.
lors agree thal
relaxed rula
Conggress put Into place in 1964
the behm al dlublluy l-wy:n

And
nis btuu- n(

social workers.
Under the ald rules. aj

& combination
of symptoms
revenis them
rom function-
Ing in & com-
petitive work-

In  effect.
Tess
cxpanded the
definiion of
mental disabilt-
1y at the same
time that A tim-
Ited the num-
ber of jobs sn
applicant could
be expected (o
perform. It also
said thal “pain
alone®  could
qualify — even
il there s no
medical cause
— opening disability aid 1o

th paychosomatic disorders that
are difficull (o diaprove.

Further, the same generous
rules apply ta another Soclal
Securt! caled

program Dtsabllf
Insurance Ihal icls workers who
have paid tnlo Lhe ( Uust
fund draw beneflta early If they
become injured of Hl. It 100, has
been hit by a sharp rise tn mental
disability claims.

“There aleo 1a little on the
record to suggeat that Congress
recognizcd the dimensions of the
revisiona.” the Congreasional
Research Service reporied (n a
recent study. “The pmbamlny of
being awa be s s greater

1885.°
And the prohlhlllly that fraud
will be detecied ance checka have
been granied has dropped 1o

problems like po:

siress and mank -depression

are often highly subjective

and can easily be foiled, Il
they are administered at all.

“The psychological examina-
tions typically last eight lo 10 min-
uies, and the translator answers
most of the questions.” said Mr.
Sql federal prosecutor.

“We have cascs of refugees who
reported severe paychological (rau-
ma from witnessing Lhelr parents
being killed and torlured In
Cambodia. then we check their
immigration Nics and find oul their
parents were with hem when they
came Into the U.5. But they had
no probiem bluffing their way
through the paychological exams
and geiting checks.

1et0.
“The wholc game I won or losl
al the applicallon siage.* sald
Agent Summers. "Once they get in.
I(8 hard 1o get them oul.”
Securtty officials say they
are painfully aware of the fact.

New avenue for fraud

ommissioner Chater cited

recent efforts to hire more

bitingual caseworkers and

to set up telephone conler:

ences 30 Lhey can help ol
olfices process Immigrant claims.
But the agency also s expanding
s use of volunleer Lranatators.

Le: rison, the Neld opers
Uons chief, ssid uch “freebies”
save taxpayera money. But her

cascworkers say Il's @ hew avenue
for fraud.

in one iypical experiment.

applications al & Hispanic commu-
nily center run by volunteers —
vno turn the paperwork over lo

he agency's local office cacl

“We are now handling appiics
tons (rom people we have never
seen or mel.” said Frank Comilo of
the American Federation of
Government Em “We donl
even know for sure that they
cxist.”




Congress risks

a repeat of
past mistakes
on disability

By Jirs Raner
and Joha B. O'Deanell
Sam Seail Writers.

se Speabes ich
uu. na -lu !edu-l weliare
dose

progam strong.

of Reyubuun medicine. And
there can be utle duspute that
Soctal Securl

sty plan e ot of contron
Equally clear 12 1hat It won't
10 quick cures

In & recent Inlerview with The
Sun. the leader of the new
Republican majority saud he saw
the program as a classic exam;
of government kllling Inillative
and encouraging bad habits,
deatructive lifeatyles and dishon:

program has wned many chil
dren and adults with mild dis-
ities Into virtua) wards of the
government, and given dru,

addicts they have u

to kill themaeives. |1 has under-
cut the work ethic of new imumi-
grants and spawned a seedy
indualry of “middle men” who
proft by aﬂw peopie
o the o

Hauze of
newmnuum Ways
and Means subcommit-
wenes this week

to examine the prob-

SPECIAL REPORT

America’s most wanted welfare plan

grem, it’

The lnst man 0 fx it

s President Ran.m Reagan,

His offort 1o save Laxpayers

billion by .l..hm. e

ch to bring on the
1t e,

When M. Reagan
ook office 1n 1961, the

ERica e already a

The General Ac-

lem, lts membcrs  Lastiaaseds  counting Office had

Repul
Giw‘-‘h aays. is W leacher
hlllory e federa

dmbnny am shows that ill-
Conaideted eborm can backire

Just rtpmuu that
atmost 600,000 peapie were
ting $2 vilon e i ty

checks that they didnt deserve.
Social Securlty ha sdmitied

making another 81 billlon In
overpayments because of com-

tex problema

“Everybody knew thal Soctal
Securily was making disability
crors ke mad. sa Van

agency
$The Law of sverages would
Indicate that we were probably
chexhs to a Yot of peo-
ple who didn't deserve them.”
added Jormer Soctal Security
Commissioner Robert M. Ball
“But thet was the will of

Congress
What Congrras had done was
1o arder the agency lo sbaarb 3
miflan peaie ¥ho were collct:

te disabiiny checks into
new iederat program for The
lderty and disabled poor calied

A lrw rm sdvertiscs §8] ald on Denver's ykid row, “Wihen lewyers are this laterested In o foderal pro~
{§00d bet that It's out of control.” says Bob Cote. who russ & seurby halfwwy boase.

Supplemental Security Income —

whether ot not they qualified

Congreas wenl on 10 declare
‘whole classes

(
canta with certain handicaps
could aut

choae

mining whet whether (hey were paor

oo e matioes lawma

o1y did an about-lacc and ordered

Soctal Security to check casting
(8 (0 makx aure they were

q . then gave it 16 monts

Sec IBSTORY. 14A

BALTIMORE. MARYLAND
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Disability teeters
on political seesaw

From iA
mguruprumqub Thalwunl

e went anu lhc pmgnm w“ith
a vengeance in 1

The pmmem brdered Soctal
Sccurlly (o Immediately review
mare than | milllon case Ris for
signs of bregulanites of fraud — 2
Job thal would entall ) 400 worker
JrArs of extra labor o a ull month

ceased oper-
-unns Hc then began cutling
20.000 employees.

Something had to

For stariera, new applicanls
would have Lo wall while the
agency investigated curent reciph
enis. The backlog of new claims
grew 10 more than 500.000.

Some 1.4 million oid case fics
were pulled into the sgency's

and evaluated {o determine
If the recipients suf-
fered (rom disal

that  theorelically
should have

improved.
Without face-to-
face inicrviews. n
Ical exams or any
attempt 1o contact the
reciplents’ docters,
the purge began In
the 1081 -
“Beneflls for thou-
sands of claimanls
were ceased ... with.
out a hearing,” wrote
Judge Christine M.
Moore in an Amcrican

report
last summer. “In so
doing. the apency
chose lo largely

ignore” the law.

dreds of (housands of
appeals, dozens of
class-action auits, box loads of
reappl . S0 furous was the
legal assaull that lawyers were
copying the lawsuits of other
lawyers, complcle with the same
1 kcal errors — and adver-

Using for cbents on billboards and
v.

“The wort Lhing Reagan did (o
(Nis country was trylng o shut
theae enililements by doing
It wrong.” Judge Moore said in an
Interview. “The allorneys
"

The poor. elderly and hanal-
.zm rallied around the disabi

oggram, ing n 0 & pow-
rrlul and -ympalhcuc lobbying
force. Stories broke oul i ihe
media as thousands of Uuly peedy
peopic were hil by the Reagan ax
= including & Victnam veteran
wha had recclved z Medal of Honor
from the presiden
“What are \ve doing?” Mr
Reagan asked aldes at one pont.
Critictzed by the governors of 18

states for bringing on 3 disability
crisis, he finally calted off the
purge in 1984. Bul the backiash
was Just begnnlng
Of the 600.000 peopic wi

thrown off the rolls, hall gol mu:
bencfits back at a cost of unloid
millions in legal and administrauve
expense (o U'S. laxpayers. In opin
jon afler opinion, courts found
Naws In the disabiiily law and In
Social Securdty's manuals ~—
striking down paper roadblocks
that had kept Thousands of appli-

tants off the solls.

The case of Brian Zebley. a 5
year-old who was cul offl despile
numerous -|lmtnu wound up
before the U.S. Supreme Court. It
ruled that Saciat Sa:\mlys ehigibil-
ity rules for children had (o be
rewrlilen and that a half-millien
applicants who had been denied

nefils had 10 be re-cvaluated.

This decision alone
triggered $1.4 bdllion
In back payments —
Including iump sum
checks 10 some fami-
lies of $20.000 or

“Congress  went
" sald former

Security
Commissioner Louts
P. Enofl.

" Goaded by o roar

of eonsliluent com-

phlnll about the
ur,

Repablicans d
Democrats checkmat-

the president with
the Soctal Security
Reform Act and (he
ficit Reduction Acl

984
The (wo Laws con-
lamed al feasi a half-
provisions thal
made !( easter lo get
on 55 and h-rder o get throsm
off. Moat smportant. the Reform
Act broadencd the delinition of
what constituled a “menial disabi)-
Ry" and allowed 1 million success.
fut applications over the next seven

years.
Today. mental lliness ts the No.

third of the

5 million disabled on SSI.
riher, Congress ago
decreed (hal the rules i

had approved for SSI should also
apply to another Sockal Security
called  Disability
Insurance, which allows workers lo
draw early from their contribulicns
to the redrement brust fund if they
become disabled.

And. in an cflort to hoid down
the growth of SSI. which is paid for
(hrough xes. Social Security has

been stecring qualified applicants
Into the DI trust fund for years.

In a 1992 report hat went
the

largely  unnoticed.
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ongressional Research Service
arned that this encroachmeut
as jeopardizing the Soctal

‘curity Retirement Fund — the
systone of retirement planning for
051 Americans. The rcpon went
n to cile mismanagement. loose
ites and free-wheeling leglslating
v Congress as contribuling caus-
s of the crisls.

The Rcagan attempt to 1ame the
rogram and the counler-altack It
rew illustrate a cycle that has
cen apparent for more than a
ccade: Members of Congress pass
ipartisan laws opening up the
rogram (o muake 1t easler for thelr
onstituents lo gel in, only 1o
lamp down again to mollify mid-
ile-class voters who are paying the
ills.

‘With few cxceptlons. these mca-
ures have come (mmediately
cfore or during clections.
Politiclans on both sides of the
usle have used the program as a
exy Issue for years — (o say, ‘Look
t me volers! I'm getting tough an
aud!’ or “Sce how compassionate [
«ml™ said Susan Galbraith. a legal
id lobbyisl. "All the while. they
cre pushing It 1o Lhe brink.”

The Reagan purge and the con-
tant whipsawing by Congress
:ave brought on a profound and
isting crisis at the Social Securily
wdintnistration.

Headed by 12 In

AN BUGHATIU/SUN 5T 1O

“Politicians on both sides of the aisle have used [SSI] as & sexy lssue
for years,” says Sasan Galbraith of the Legal Action Ceater.

me line of key decistons and
events in the agency’'s history
reveals a chain reaction of accl-
deats and unforeseen cansc-
quences.

Today, poar people and tnfured
workers are caught up in a backlog
of new clalms 50 severe that Il can
take more than a year for the
agency o get help to them.
of unde-

20 years, }t has been adrift (n a
aiitical rptide with na conststent
'cadership or guiding philosophy. A

serving reciplents remain on the
colls because Social Securily has
all but ccased 1o check an them to

sce [ they are slill disabled
According (o Lhe most conscrvative
estimales. the agency is paying out
$150 million a year to people who
no longer need iL.

In the past fve years. SSI has
doubled In cost and Is expected 1o
grow by another 50 percent by
1999. The cost of the DI program
will do Ukewise. The two combined
are projected (o cost more than
$96 billion a year by Lhe turn of
the century.

This ycar alone, disability aid

‘BARBARA HADOOCK TAYLOR/SUN STAFF RaTTO
"hen Cougrese created SSI. it thought it was Just taking over state programs, sald Robert M, Ball, then-Commissioner of Social Secnrity,

will consume enough in taxes and
relirement lrust money Lo run 30
cliies the size of Baltimore, build
18 nuclear al carriers or pro-
vide a four-year education at
Harvard University for almost
every child in the state of Maryland
in grades K through 12.

Culling this $65 billion behe-
moth will be a venture fraught with
risk. Simple tinkering will invite
charges of pofitical cowardice

Recalling a recent visll to his
home districl in Georgla, Mr.
Gingrich said: *1 had 20 kids n
wheelchairs In the Jast town hall
meeling because thelr association
had called and said. ‘Congressman
Gingrich (s going to zero out your
funding.” This has Lo be handled
sensitively.”

So far, House Republicans have
scheduled only two days of hear-
ings. And some members are
already calling for deep cuts in
funding to children. addicta and
immigrants.

To Mr. Ball. Social Securily's
clder stalesman. It sounds fike his-
tory repeating lself.

“The reai problem all along has
been that If you don't get the rules
right from 1he beginning. you get
this constant overrcaction by
Con, .* he sald. "IU's a secsaw
effecl. They rock back and farth
between belng too strict for a cou-
pie of years. then oo liberal for a
couplke more.

“There i8 no consistency. That
has been Lhe history.”
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Chairman SHAwW. On the second panel, we have Penny Young,
Kate Michelman, Cliff Johnson, David Liederman, and Peter Fer-
rara. If all of you would come sit at the desk, we will proceed.

Again, for the benefit of those that were not in the room, this
morning we have 70 witnesses and we are going to strictly enforce
the 5-minute rule for Members, as well as our guests who are testi-
fying. All of your complete statements as submitted to this Com-
mittee will be made part of the record. You may summarize or pro-
ceed as you see fit.

Our first witness will be Penny Young, who is legislative director
of the Concerned Women for America.

Ms. Young.

STATEMENT OF PENNY YOUNG, LEGISLATIVE DIRECTOR,
CONCERNED WOMEN FOR AMERICA

Ms. YOoUNG. Mr. Chairman and Members of the Committee,
thank you for the opportunity to address you today. My name is
Penny Young, and I am legislative director for Concerned Women
for America.

I am here to testify on behalf of Dr. Beverly LaHaye, the presi-
dent of CWA, and over 600,000 members nationwide. I appear be-
fore you today as someone that is not only a representative of
CWA, but also as someone who is personally concerned for the 30
million Americans trapped by dependency on welfare.

I spend time weekly as a volunteer mentor to adolescent girls in
inner-city Washington. I have also had inner-city experience with
the organizations Strategies to Elevate People and Urban Young
Life, an organization that ministers to inner-city teens.

I have come to know and love many of these children personally.
The devastating effects of welfare in their lives is clear. They live
in a culture where out-of-wedlock pregnancy is commonplace and
a two-parent home is the exception. These children know few peers
who are supported by their fathers. Most take for granted a month-
ly welfare check and cannot even comprehend a life of self-
sufficiency.

Fathers are found nowhere in the children’s lives, because the
government has paid them not to be there. Illegitimacy is one of
the most serious problems facing our country today. We now have
a Nation of children who have never experienced a traditional two-
parent home.

Children without fathers, especially young boys, suffer greatly
and profoundly in many ways. They are six times more likely to
stay poor, they more than likely have behavioral problems, commit
suicide, become sexually active as teenagers, use drugs, have learn-
ing problems, and become a victim or engage in crime.

Finally, children in the welfare system are three times more like-
ly to stay on welfare than other children when they become adults,
and that is where we have a bitter cycle of welfare dependency and
helplessness. If this system does not punish children, then what
does?

Concerned Women for America proposes a two-pronged approach
to the overwhelming problem. The government must step back and
then allow citizens to step forward.
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To begin, government must cap the growth of welfare and other
spending. CWA supports the family cap, in which government stops
encouraging illegitimacy and subsidizing bad choices. CWA sup-
ports block grants to the States to be used in a morally sound and
wise manner. Block grants can be used for specific services, such
as adoption services, abstinence education, maternity homes and in
aid of individual situations best understood at the State level and
where accountability is possible. CWA opposes the government
funding for abortion.

CWA also strongly supports child support enforcement and pater-
nity establishment as a requirement for receiving welfare funds.
Paternity has not been established for nearly 30 percent of the chil-
dren on the welfare rolls. Society must demand that fathers shoul-
der the responsibility for their children. Uncle Sam’s meager at-
tempts at fatherhood have only created a society in which young
men escape their responsibility of fatherhood and often fall into a
world of joblessness or drug use or crime.

Work requirements must also be enforced. Able-bodied men and
women must either pay to support their families or be required to
do 40 hours per week of community service in return for govern-
ment support for their children. Government should phase in work
requirements or community service for all able-bodied nonelderly
worker welfare recipients, except mothers of preschool children.

Finally, as the cornerstone of a healthy future, government
should work to encourage marriage, not undermine it. Welfare pe-
nalizes low-income parents for marriage. However, marriage is the
best legal institution to protect and nurture men, women and chil-
dren. Government should offer an incentive to marriage with a tax
credit to parents.

Now, the second part of reform: It is time to give the freedom
and incentive for private citizens, churches and community groups
to step forward and take on the responsibility of combating pov-
erty. Historically, the modest successful attempts to restore indi-
viduals to contributing members of society has been accomplished
through social institutions. These social institutions are crucial, be-
cause only they, and not government, can address the destructive
behavior that sometimes traps individuals in poverty.

Dr. Marvin Olasky contends that the successful social reformers
of the 19th century understood that “true philanthropy must take
into account spiritual, as well as physical needs.” Government can-
not meet the spiritual needs of the population, but individuals can.
CWA volunteers throughout this country are involved in ministry
to families in crisis.

Research by Dr. Richard Freeman of Harvard University showed
that black inner-city youth who have religious values are 47 per-
cent less likely to drop out of school, use drugs, or engage in crime.
He also found that they are less likely to become sexually active
as teens.
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CWA believes that it is time for a clarion call to intercession
from private institutions across the Nation. We can no longer look
to government as the great provider. My colleagues on the other
side will tell you that they want welfare reform. But if you listen
closely, they simply want more welfare. Government is not the an-
swer. What children and families in crisis really need is a relation-
ship, not a handout.

Thank you.

[The prepared statement follows:]
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Teslimony of Penny Young
Legislative Director of Coucerned Women for America
to The Commitlee on Ways and Means
United States House of Representatives
February 2, 1995

Mr. Chairman, Members of the Commiltee, thank you for the opportunity to
address you today. My name is Penny Young and [ am Legislative Director for
Concerned Women for America. Iam here to testify on behalf of Beverly LaHaye,
President of Concerned Women for America and our 600,000 members nationwide.
Thirty years ago this year, President Lyndon B. Johnson began his so-called "War on
Poverty.” He had intended it to be a temporary invesument to help the poor become
self-sufficient, saying that "the days of the dole are numbered.” But five trillion
dollars later, "the days of the dole" are seemingly endless, and some 30 million
people sliil live in poverly. What began as a policy based on good intentions has
failed enormously.

I appear before you today not only as a representative of CWA, but also as
someone who is personally concerned for the 30 million Americans trapped by a
dependency on welfare. 1 spend lime weekly as a volunteer mentor to adolescent
girls in inner-cily Washingion, D.C. 1 also have inner-cily experience through
organizations called Sirategies (0 Elevale People-and Urban Young Life, an
organizalion which ministers to inner-city teens.

As [ have worked with and come to know and love many of these kids
personally, the devastating effects of welfare in their lives is clear. They live in a
culture where out-of-wedlock pregnancy is commonplace and a two-parent home is
the exception. There is no longer any sligma attached to having babies at the age of
15 or 16; il is accepled, even expected for many of these girls. These children know
few peers who are supported by their fathers. Most lake for granted a monlthly
welfare check and cannot comprehend a life of self-sufficiency.

I also saw Lhis problem as I grew up in a rural Appalachian region of
Kenlucky. Although the faces were different, the problems incurred from welfare
dependency were the same lhere as they are in inner-city Washington, D.C.
Government spending on welfare in America has been enormous but its answer to
poverty and illegilimacy are cheap and ill conceived.

Wellare spending is out of control. Welfare costs have risen every year except
one since the mid-1960s, and, according to the Congressional Budget Office, will cost
taxpayers over $500 billion each year and ingest 6 percent of the GDP by 1998.

But welfare has not only consumed our tax dollars at an alarming rate, it has
eaten away at the moral base of this country. The human cost is the greatest tragedy.
While welfare appears lo be a compassionate, quick-fix solulion to poverty, it has
created many profound new problems that have generational consequences. But
there is nothing compassionate about discouraging marriage, work, and families held
together by a molher and a falher. No, (he federal government is not the only source
responsible for the current crisis of illegitimacy. However, the government has
encouraged out-of- wedlock childbirth by rewarding irresponsibility, subsidizing bad
choices, and penalizing marriage.

According to a 1991 study by the Department of Health and Human Services,
Uncle Sam ig the only "dad” known lo the 57 percent of children born to single
mothers on Aid to Families with Dependent Children (AFDC). And their ranks
continue 10 swell. In America today, 30 percent of children are born to single
molhers, up from 10 percent in 1970. If the current trend continues, we can expect to
see 50 percent of all births out of wedlock by 2015. Falhers are found nowhere in
these children’s lives because the government has paid for them not to be there.
President Clinton acknowledged this problem in his State of the Union address when
said that illegilimacy is one of the most serious problems facing our country today.

A "big spender” welfare philosophy has cost America far more than the nearly
five trillion dollar deficit alone indicates. We now have a generation of children who
have never experienced a traditional two-parent home. Children without fathers
(especially young boys) suffer greally and profoundly in many ways. They are six
limes more likely 1o stay poor. They are more likely to have behavioral problems, to
commil suicide, to become sexually aclive as teenagers, lo use drugs and (o have
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learning problems. Research has shown that children who are raised in
neighborhoods wilh a large number of single-parent families are far more likely to
either participale in or become a victim of violent crime or burglary. And finally,
children in the welfare sysiem are three times more likely lo stay on welfare than
other children when they become adulls. And thus we have the bitter cycle of
welfare dependency and hopelessness. If this system does not punish children, then
what does?

Although these stalistics paint a grim picture of a cultural crisis in America,
there is still hope. America does not have to continue down the same failed path.
Concerned Women for America proposes a two-pronged approach to this
overwhelming problem. First government must step back and then allow citizens to
slep forward.

To begin, government must cap the growlh of welfare and other spending.
CWA supports the family cap in which government stops encouraging out-of-
wedlock childbirths and subsidizing bad choices. Funds should instead be sent to
states as block grants 10 be used in a morally sound and wise manner. Block grants
can be used for specific services such as adoplion services, abstinence education,
maternity homes and in aid of individual situations best understood at the state level
and where accountabilily is possible. CWA opposes the government funding for
aborlion.

CWA also strongly supports child support enforcement and paternity
establishment as a requirement for receiving welfare funds, with only a few
exceptions allowed. Paternily has not been established for nearly 30 percent of
children on the welfare rolls. Society must demand that fathers shoulder the
responsibility for their children. Uncle Samv's reager aitempls at fatherhood have
only created a society in which young men escape their responsibility as father and
breadwinner and enter a world of joblessness, drug use and crime.

Not only must paternity be established, but work requirements must be
enforced. Able-bodied men must either pay to support their families or be required
to do 40 hours per week of communily service in return for government support for
their children. Government should also phase in work requirements or community
service for all able-bodied, non-elderly welfare recipients, except for mothers of pre-
school children.

And finally, as the cornerstone to a healthy future, government should work to
encourage marriage, not undermine it. Welfare has transformed marriage from a
legal institutlon designed to protect and nurture children into a decision that
penalizes low-income parents. Government should offer as an incentlive (o marriage
a tax credit to parents. This tax credit would compliment steps the government has
already taken in expansion of the Earned Income tax Credit (EITC) in situations
where a mother marries a low-income working man.

Now the second part of reform. After the government steps back, it is time to
give the freedom and incentive for privale citizens, churches, community groups to
step forward and take on the responsibility of combatting poverty. Historically the
most successful attempts to restore individuals into coniribuling members of society
have been accomplished through social institutions. These social institutions are
crucial because only they can address the improper behavior that often traps
individuals in poverty.

Dr. Marvin Olasky of the University of Texas contends that successful social
reformers of the 19th Century understood that "true philanthropy must take into
account spiritual as well as physical needs.” Government cannot and should not
attempt to meel ihe spiritual needs of the population. But individuals can. As
individuals, CWA volunteers throughout the country are involved in ministry to
America’s poor. They work through churches, societies and one-on-one. For it is the
churches and the loving volunteers that are America’s best weapon against out-of-
wedlock pregnancy and family disintegration.

Research by Dr. Richard Freeman of Harvard Universily showed that black
inner-city youth who have religious values are 47 percent less likely to drop out of
school, 54 percent less likely 1o use drugs and 50 percent less likely to engage in
crime. He also found that they are far less likely to become sexually active as teens
which attacks the root cause of illegitimacy.
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CWA believes that it is time for a clarion call to intercession from private
institutions all across the nalion. We can no longer look to government as the great
provider. As we embrace the need for governmental reforms so should there be
privale reform in the hearts of individuals. President Clinton reminded us recently of
the story of the Good Samaritan who personally cared for his neighbors wounds. In
fact all major religions teach the importance of personal service and charity. The
church will not battle the government for confrol over welfare; it is up to the
government to get out of the way. Then churches will step forward to provide real
hope for the poor and neglected as they have always done. It is time for Americans
to become personally involved with society’s ills and CWA steps forward to join that
call.

Members of the Committee, for your part, the women and men of CWA want
public policies that undermine and erode the family to stop. Millions of voters spoke
out loudly on November 4th. We want you to keep your promises.
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Chairman SHAW. Thank you, Ms. Young.

Our next speaker is Kate Michelman, who is president of the Na-
tional Abortion and Reproductive Rights Action League.

Ms. Michelman.

STATEMENT OF KATE MICHELMAN, PRESIDENT, NATIONAL
ABORTION AND REPRODUCTIVE RIGHTS ACTION LEAGUE

Ms. MICHELMAN. Thank you, Mr. Chairman. I appreciate the op-
portunity to testify today.

I recognize the compelling need for comprehensive welfare reform
that helps women make responsible and deliberate decisions about
childbearing, rewards and encourages economic self-sufficiency, and
helps to reduce teenage pregnancy. However, the proposal to deny
women additional support if they have children while receiving
public assistance would be a tragic mistake.

This policy would punish children already in desperate poverty,
infringe on women’s liberty and do little to address the underlying
causes of poverty and unintended pregnancy, and leave some
women with no cheice but to have an abortion.

Women must not only have access to safe and legal abortion, but
also have the means to prevent unintended pregnancy, to bear
healthy children and to plan for their family’s future. Policies that
lead some women to choose an abortion they do not want would be
the antithesis of what we should be trying to achieve as a Nation.
We should be pursuing policies that elevate the value of childbear-
ing to a much higher level and help make every pregnancy a want-
ed pregnancy. This will enhance women’s ability to take personal
responsibility for their own and their families’ futures.

I speak to you today as both an advocate of women’s rights to
reproductive choice and as a woman who once depended on public
assistance. With three small children, I was abandoned by my hus-
band. I was left completely and utterly without support. In order
to save my family, I was forced onto welfare. Government assist-
ance allowed me to put food on the table for my children and to
begin to piece my life back together.

The welfare system indeed needs to be reformed, but it must af-
ford women dignity and encouragement and opportunity, not inflict
punishment and pain.

Shortly after my husband left me and my family, I discovered
that I was pregnant. After much difficult soul searching, I chose to
have an abortion. Another woman in my position might have de-
cided to continue her pregnancy. That woman and her children
should not be punished because she makes that choice today.

Like most Americans, I am very concerned about teenage preg-
nancy and the need for more responsible sexual and reproductive
behavior. But with one-quarter of children under age 6 living in
poverty, we must not punish them further in the name of reform.
With AFDC providing women only a bare minimum on which to
live, we must not drive mothers and children further into poverty.

Nearly 60 percent of all pregnancies in this Nation are un-
planned, a crisis as deserving of attention as the welfare system.
Meaningful reform will help reduce that number of unplanned
pregnancies and the need for abortion by increasing the desire for
and access to contraception, family planning services and preg-
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nancy programs, so that women can achieve healthy planned fami-
lies.

It is equally important that women who choose to terminate a
pregnancy have better access to abortion services. Meaningful re-
form also will help women take control of their lives and move out
of poverty. Job training and job placement, educational opportuni-
ties, prenatal care, child care, nutrition programs and much more
vigorous enforcement of child support laws and orders will help
women achieve economic independence and ensure that children
stay healthy.

But the Personal Responsibility Act pays inadequate attention to
these urgent solutions. Our Nation’s policies must not place women
in an untenable bind. A compassionate government should not
deny low-income women the option of abortion, force them into
childbirth, and then cut off assistance for the children they bear.
These policies could cause some women to have abortions they do
not want, which is just as immoral and wrong as denying women
access to abortion services.

I was fortunate to have been able to overcome that crisis in my
life, to get off welfare and to rebuild my own life and my family’s
future. That is what most women who receive public assistance
seek to achieve for themselves and their families. I ask you to sup-
port the programs that will help women attain economic independ-
ence and to reject punitive policies like child exclusion laws that
come at the expense of women’s dignity and the health and well-
being of their children.

Thank you.

Chairman SHAW. Thank you, Ms. Michelman.

The next speaker will be CIiff Johnson, who is director of pro-
grams and policy at the Children’s Defense Fund.

Mr. Johnson.

STATEMENT OF CLIFFORD M. JOHNSON, DIRECTOR,
PROGRAMS AND POLICY, CHILDREN’S DEFENSE FUND

Mr. JOHNSON. Good morning, Mr. Chairman and Members of the
Subcommittee.

CDF welcomes the opportunity this morning to offer our sugges-
tions on how the welfare system can be reformed to respond more
effectively to the needs of those it was first established to assist,
America’s poorest and most vulnerable children.

The American people now understand most of the key policy
choices before you and have clear views on how we must proceed.
The public’s goals are practical. They want families to move from
welfare to work. Their demands are realistic. They understand that
it will take at least the same resources as we now spend to enable
parents to make a stable entry into the work force. They want rea-
sonably enough to feel confident that these dollars are spent effec-
tively. They do not want to cut children off without any chance of
support, and they do not want to separate children from their fami-
lies for reasons of poverty alone.

The American people know that children—who represent two-
thirds of all welfare recipients—easily could be hurt by reforms
that are intended to punish or to alter the behavior of their par-
ents. That is why poll after poll presents a portrait of Americans
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struggling to strike a careful balance in welfare reform, a balance
that makes major changes in how welfare works, while still insur-
ing that it protects the next generation from severe deprivation.

Some of the concerns expressed by Majority Members of this
Subcommittee clearly have struck a chord. We do need to rethink
how government responds to the needs of the small, but, nonethe-
less, deeply troubling minority of young teenagers who bear chil-
dren out of wedlock while they are still children themselves.

Similarly, we should find ways of building enough flexibility into
the welfare system so that it can provide transitional help to a
large majority of families who move quickly off the rolls, while also
ensuring that less skilled parents and more troubled families do
not become mired in the system for years and years. Paying atten-
tion to how the welfare system treats teen parents and long-term
recipients makes sense.

But withdrawing the assurance that help will be available when
it is needed by desperately poor families with children is a change
that the public neither seeks nor wants. If we abandon this fun-
damental commitment to aid the weak in times of need, regardless
of where they live, we lose the moral anchor on which we stake our
claim to be a decent, civilized and enlightened society.

The Federal Government for decades has assured the availability
of adequate funds for key child survival programs, because the con-
sequences of not doing so, including widespread destitution, hun-
ger, homelessness, illness, abuse and neglect, are unthinkable.

If the Subcommittee is prepared to withdraw this assurance of
help by repealing the basic entitlement to AFDC and food stamps,
you must be prepared to answer the most basic question: Under
what circumstances do you believe it is acceptable and appropriate
to turn away a mother and a child from a city or a county welfare
office, if they have no other means of support? Should that happen
simply because a recession has pushed more families onto the wel-
fare rolls, or because their personal misfortune has struck too late
in a fiscal year? Should it happen simply because the State or
county has chosen not to provide certain benefits in certain regions
or to certain groups?

The loss of entitlement status poses great risk to children and to
families. For example, if block grants had stripped AFDC and food
stamps of their entitlement status in fiscal year 1988, by fiscal year
1993, States would have had almost $17 billion less to spend on
these child survival programs than they actually received from the
Federal Government, a loss of 42 percent. Some States would have
lost proportionately more. The State of Florida, for example, would
have lost $1.3 billion, a 67-percent loss in Federal funding. You will
find a complete State-by-State analysis of these losses attached to
my written statement.

Most Governors and State legislative leaders will not want to
deny help to otherwise destitute mothers. But if you impose a block
grant without the basic entitlement for AFDC and food stamps, the
only flexibility they may be left with will be the flexibility to decide
which families are turned away and which children are placed in
grave jeopardy by the loss of economic support.

It is possible to give States more flexibility to experiment with
programs that move parents from welfare to work, without taking
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the deeply troubling step of breaking our promise to protect poor
children.

In a very literal sense, Mr. Chairman, the lives of millions of our
poorest children are in your hands, as the Subcommittee turns to
this task of welfare reform. We urge you to help families receiving
welfare to make the transition to work, not to undermine these ef-
forts by repealing the entitlement status of AFDC or food stamps,
or by imposing rigid mandates on States that can only impoverish
further millions of desperately poor children.

Thank you. I would be happy to answer any questions.

[The prepared statement and attachments follow:]
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TESTIMONY OF CLIFFORD M. JOHNSON
CHILDREN’S DEFENSE FUND

I am Cliff Johnson, Director of Programs and Policy for the Children's Defense Fund.
CDF is a privately funded research and advocacy organization dedicated to providing a strong
and effective voice for children, especially poor and minority children and their families. We
welcome the opportunity to appear before the Subcommittee this morning to offer our suggestions
on how the welfare system can be reformed to respond more effectively to the needs of those it
was first established to assist -- America’s poorest and most vulnerable children.

It is time to reform the welfare system. The American people now understand most of
the key policy choices before the Congress and have clear views on how we must proceed. The
public’s goals are practical -- they want families to move from welfare to work. Their demands
are realistic -- they understand that it will take at least the same (or perhaps greater) resources
as we now spend to enable parents to make a stable entry into the labor force. They want,
reasonably enough, to feel confident that these dollars are spent effectively. They do not want
to cut children off without any chance of support. And they do not want to separate children
from their families for reasons of poverty alone.

The American people know that children -- who represent two-thirds of all welfare
(AFDC) recipients -- easily could be hurt by reforms that are intended to punish or alter the
behavior of their parents. That is why poll after poll presents a portrait of Americans struggling
to strike a careful balance in welfare reform, a balance that makes major changes in how welfare
works while still ensuring that it protects the next generation from severe deprivation. There is
little support for radical or reckless changes from either the Left or the Right -- what the
American people want is some common sense and a reasonable middle ground.

My hope this morning is that you will pause with me for a moment to consider whether
the agenda this Subcommittee appears on the verge of pursuing -- one that includes elimination
of AFDC’s entitlement status and the imposition of sweeping new mandates on states in highly
controversial areas such as teenage childbearing, paternity establishment, and absolute time limits
-- is consistent with the strongly held values and beliefs of voters and the broader public.
Withdrawing the assurance that help will be available when it is needed by desperately poor
families with children is a change that the public neither seeks nor wants. If we abandon
this fundamental commitment to aid the weak in times of need, regardless of where they live, we
lose the moral anchor on which we stake our claim to be a decent, civilized, and enlightened
society.

Some of the concerns expressed by majority members of this Subcommittee clearly have
struck a chord in several key areas. We do need to rethink how government responds to the
needs of the small but nonetheless deeply troubling minority of young teenagers who bear
children out of wedlock while they are still children themselves. Similarly, we should find ways
of building enough flexibility into the welfare system so that it can provide transitional help to
the large majority of families who move quickly off the rolls while also ensuring that less skilled
parents or more troubled families do not become mired in the system for years and years. Paying
attention to how the welfare system treats teen parents and long-term recipients makes sense.

At the same time, however, we must all be careful not to mislead the public and thereby
fuel their distrust or cynicism regarding decisions made in Washington. For example, when only
one percent of all parents now receiving AFDC -- fewer than 50,000 out of 5 million nationwide
-- are teens younger than 18 and many of those teen parents are living in stable and secure family
situations, it is both dangerous and wrong to invoke images of 13-year-old girls throwing their
babies in dumpsters as justification for wholesale changes in our welfare system. By all means,
let’s roll up our sleeves and hammer out workable solutions in areas such as teen pregnancy. But
we will do irreparable harm to millions of poor children and families all across the country
if we engage in the political equivalent of unscrupulous "bait and switch' sales tactics,
talking about small segments of the AFDC population while pursuing policy changes such
as lifetime denial of aid to children born to teen parents or the more sweeping elimination
of AFDC’s entitlement status that reach far beyond these groups.
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CDF strongly supports practical steps to enable parents to enter work and stay there --
child care, health coverage, financial work incentives, and education and training. We understand
that these investments in work and self-sufficiency often are expensive but we believe that they
also are essential if we are realistically to move parents receiving AFDC from welfare to work.
CDF also believes that fairly structured requirements and reciprocal obligations are an appropriate
and useful means of striking a balance between compassion and personal responsibility in the
welfare system. But we oppose proposals that punish parents who "play by the rules,” simply
force poor families off the welfare rolls even when parents are willing to work but jobs are not
available, or push children deeper into poverty because of past mistakes by their parents.

Why AFDC’s Entitlement Status Matters to Children and to States

The federal government for decades has assured the availability of adequate funds for key
child survival programs such as AFDC and food stamps because the consequences of not doing
so -- widespread childhood destitution, hunger, homelessness, illness, abuse, and neglect -- are
unthinkable. If the Subcommittee is prepared to withdraw this assurance of help by repealing the
entitlement to AFDC and food stamps, you must be prepared to answer the most basic question:
Under what circumstances do you believe it is acceptable and appropriate to turn away a
mother and child with no other means of support from a county or city welfare office? For
example:

. Should a mother and child be turned away simply because a recession pushed more
families on to the welfare rolls and available federal funds for AFDC or food stamps had
been exhausted?

. Should a mother and child be denied help simply because their personal misfortune struck
too late in the fiscal year?

. Should a mother and child be left without income support simply because a state or
county chose not to provide AFDC or food stamp benefits in particular regions,
communities, or neighborhoods or to specific groups of families?

The only way in which the elimination of the AFDC and food stamp entitlements will reduce
federal expenditures is if some currently eligible families with children are denied help. Who are
these families that no longer deserve our help? And what will become of the hundreds of
thousands -- or even millions -- of poor children who may lose the basic benefits upon which
their very survival depends?

The loss of entitlement status also poses great risks to states. When the next economic
recession or natural disaster hits and caseloads rise, states that are limited to prior year funding
levels through a block grant or capped entitlement will face very painful choices: (1) eliminate
assistance to some poor families, either through waiting lists or by newly defining them as
ineligible; (2) cut assistance across the board for all families; or (3) add state dollars and possibly
raise state taxes to make up the loss of federal funds. States will confront these choices precisely
at those times when an economic downturn or other crisis depress state tax revenues and when
rising joblessness leaves poor parents with even fewer opportunities in a shrinking job market.

Consider the consequences to poor children and to states if block grants had stripped the
AFDC and food stamp programs of their entitlement status in FY 1988. By FY 1993 states
would have had almost $17 billion less to spend on those programs than they actually
received from the federal government -- a loss of 42 percent.! Even if the food stamp
program had been allowed to grow at the rate of inflation, states still would have seen their total
federal funding through AFDC and food stamps drop by more than one-third.

'And some states would have lost proportionately more -- the state of Florida for example
would have fost $1.3 billion, a 67 percent loss in federal funding. California would have lost
$2.6 billion, a 46 percent loss.
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Assuming that states divided the cuts equally among the eligible population, typical
(median) AFDC and food stamp benefits would have been reduced in FY 1993 from $652 per
month down to $378. States might reasonably be expected to do whatever they could to
minimize this precipitous drop in income (from 68 percent of the 1993 poverty line to 39
percent). Would they be forced to cut deeply into work, education and training, and child care
programs -- the very tools families need to escape from welfare? Surely this is not the outcome
that the Subcommittee secks in its welfare reform efforts.

These calculations make clear that establishment of a five percent "rainy day" fund
to accompany a welfare block grant, as discussed in press reports in recent days, falls far
short of resolving the problems associated with the loss of entitlement funding for AFDC
and food stamps. The 42 percent loss figure also makes clear that increased program efficiency
or "administrative savings" could not possibly provide states enough money 10 make up for the
loss of federal funds. Total federal and state costs to run the AFDC and food stamp programs
are approximately 12 percent of the programs’ overall expenditures. Even if these administrative
costs were cut by 20 percent, total program costs would be reduced just two 10 three percent, a
tiny share of the 42 percent loss.

Most governors and state legislative leaders will not want to deny help to otherwise
destitute mothers and children. Yet with sharply reduced funding and an inability to respond
adequately to rising caseloads under a block grant, the only flexibility left to states will be the
flexibility to decide which families are tumed away and which children are placed in grave
jeopardy by the loss of basic income support.

Additional Concerns About Block Grants

There are a number of other reasons why converting the current AFDC and food stamp
programs into a welfare block grant may not be in the best interests either of poor children or
of the nation:

. A block grant could harm states’ efforts to reform the welfare system. Many states
would like to create work slots, impose work requirements, or expand child care for
AFDC mothers seeking to work their way off welfare. But under block grants, states
would receive fewer federal AFDC funds and be less able to ensure that recipients work.
Particularly if caseloads rise and federal funds are exhausted, work-related programs may
become early victims of state austerity measures.

. A block grant could prolong and/or deepen recessions. Entitlements serve as automatic
"economic stabilizers," helping state and local economies recover from recessions. Block
grants on the other hand do not provide increased federal funds during recessions and so
could prolong economic downturns at national, regional or state levels.

. Any funding formula for a welfare block grant inherently would misallocate funds
among states. Even if funding could change based on factors such as inflation or
unemployment, the formula would be based on past state economic conditions -- perhaps
with a time lag of many years -- and could not take into account whether the state
economy had improved or deteriorated since then. States with worsening economies
would receive too small a share of federal funds while states with improving economies
would receive too large a share.

. A block grant would make state budgeting more difficult. Since congressional
appropriations bills frequently are not passed until after the new fiscal year has already
begun, states would have difficulty budgeting for the new year.

. Notwithstanding any pledge by the congressional leadership this year, funding for
a block grant could be slashed repeatedly in future years. Inadequate funding during
recessions as described above could be even worse than anticipated due to tightened
discretionary spending caps or lower appropriations.
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Will States Always Protect Poor Children Under a Block Grant?

The federal government has a responsibility to assure that the funds it invests in basic
income support for poor children and families are appropriately and well spent. There are
dangers to children if the federal government abdicates this responsibility. For example, until the
early 1970s, states were left 10 set their own income eligibility and benefit levels for food stamps,
even though the program was 100 percent federally funded. Many states set very low limits and
some of the poorest counties in the nation declined to operate a program at all. When national
studies about child hunger shocked the nation, President Nixon put in place a set of minimum
federal standards for food stamps to ensure that every state responded adequately to the needs of
poor children and families.

Of course, doubts about the willingness of all states to respond to children’s most basic
survival needs would be even greater under a welfare block grant that reduced federal funding
and left states to pay the remaining costs. In the past, even when states had to bear only a
portion of total program costs, too many failed to protect children. In child support enforcement,
for example, many states did not allow children born out of wedlock to pursue support from their
fathers or put other major roadblocks in the way of parents seeking child support until federal
standards were applied. Similarly, when states had the option to extend Medicaid to children in
working poor families as well as in welfare families, only about one-third chose to do so.

State Flexibility Can Be Increased Without Eliminating Entitlements

States can be given much of the additional flexibility block grants offer while maintaining
the federal-state financing structure for AFDC. Under this alternative approach, states would
retain their responsibility to provide cash assistance to all families who qualify for assistance
under their state plan and the federal government would continue to share the cost of assistance
to eligible families. Federal rules could be limited to those areas where there is a clear federal
policy interest. In all other areas, including such diverse issues as the design and structure of
work programs, the treatment of income and assets, and the development of innovative measures
to reduce reliance upon welfare and enhance self-sufficiency, states would be free to establish
their own rules.

This approach to state flexibility is sharply at odds with proposed new mandates on
states and counties under the Personal Responsibility Act that would deny basic cash
assistance to as many as five to six million needy children. We hope that this Subcommittee,
with its interest in expanding state flexibility, will not propose new state mandates in highly
controversial areas. We also question the basic faimess of many of the choices that would be
imposed upon states:

. Should children and families be left without any cash help or a public service job even
when the parent was willing to work but unable to find unsubsidized employment?
"Two years and off” (or five years and off) assumes that every family receiving welfare
can find a job but is simply unwilling to work. Are there no depressed rural areas or
inner city areas where there is a shortage of jobs? For parents willing to work but unable
to find a job, what effect will denying assistance have on the children?

. Should children applying for AFDC after the bill takes effect be denied assistance when
paternity is not established even when the mother is fully cooperating with efforts to

2States would be allowed to eliminate all cash benefits to families who have received aid for
two years and permanently bar such families from any future aid if the parent had participated
in the work program for at least one year. Afier five years, states would be required to terminate
permanently the family from cash assistance.
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establish paternity? Paternity is not established in many cases not because the mother
fails to cooperate but because states’ current child support agencies are overwhelmed.
State child support agencies often fail to establish paternity even when mothers provide
all the necessary information.* Should children be penalized when failure 1o establish
paternity is the fault of an overloaded child support system?

CDF does not believe it makes sense to deny assistance to families who are doing
everything that is being asked of them and "playing by the rules." In addition, we believe it is
counterproductive to deny all assistance to children because of the circumstances of their birth.
Proposals before the Subcommittee which would permanently bar aid to children born to mothers
younger than 18 will do little to reduce out-of-wedlock childbearing, but they will do enormous
harm to children. Proposals which permanently exclude children for whom paternity has not been
legally established are similarly harmful, denying necessities of life during a child’s critical
developmental stages even when the mother cooperates fully with authorities in naming the father.

Conclusion

The goal we all share in welfare reform is to move families from welfare to work. To
make this effort a success, CDF urges the Subcommittee to search for ways to move forward
within today’s difficult budgetary constraints:

. Can we move more parents from welfare to work by increasing our investment in child
care? For AFDC parents, child care allows them to increase their participation in
education, training, and employment. For working poor families, child care can prevent
them from falling onto welfare in the first place.

. How do we continue to recognize the importance of education and training as avenues to
long-term self-sufficiency? Only half of welfare parents have a high school diploma or
the equivalent. There is also clear evidence that recipients with higher skills and
education have the shortest stays on welfare and are the most likely to stay off
permanently. Increasing parents’ skills helps them get and keep a job and support their
family.

. Are there creative ways within current budgetary constraints to provide jobs for targeted
groups of parents on AFDC when private sector employment simply is not available?’
While job creation often is expensive, it is an essential way of affirming our belief that
work is better than welfare.

The only exception would be in cases of rape or incest or where the state determines that
establishing paternity would result in physical danger to the mother. This provision would
eventually deny assistance to one out of every four children applying for AFDC.

*In Maricopa County, Arizona, a 1992 study found that the mother provided the child support
agency with the name of the father in 91 percent of the cases -- often also providing valuable
information such as the father’s Social Security number or address, which should have enabled
the agency to locate the father and establish paternity. Yet out of 353 cases in which the mother
named the father, the agency established paternity in only fen cases. In contested cases, it took
the agency 16.2 months on average to establish paternity. In Georgia, a group of welfare mothers
sued the state agency because they wanted to establish paternity and the child support agency was
not giving them the help they needed to do so.

SAccording to a study in Milwaukee, there were eight unemployed workers for every job
opening in the city’s poorest neighborhoods -- a number nearly six times greater than in the rest
of the metropolitan area. As in the children’s game of "musical chairs," there simply are not
enough seats for everyone.
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¢ . What more can be done to strengthen our child support enforcement system? We
welcome this Subcommittee's efforts to ensure that every child receives the support of
both parents.

It is possible to give states more flexibility to experiment with programs that move parents
from welfare to work without taking the deeply troubling step of breaking our promise to protect
poor children. In a very literal sense, the lives of millions of the nation’s poorest children are
in your hands as the Subcommittee turns to the task of welfare reform. We urge you to help
families receiving welfare to make the transition to work, not to undermine these efforts by
repealing the entitlement status of AFDC and food stamps or by imposing rigid mandates on
states that can only impoverish further millions of desperately poor children.

Thank you for the opportunity to testify this moming. [ would be happy to answer any
questions.
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Federal outlays by state for AFDC and Food Stamps, FY 1988 and FY 1993,

and loss in FY 1993 if funding had been frozen at FY 1988 levels.
Source: U.S. Census Burcau. Calculations by the Children’s Defense Fund.
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ATTACHMENT #2 2/2/95
ENTITLEMENT SPENDING IS NOT "OUT OF CONTROL"

As efforts to decrease the budget deficit move forward, we must remember that welfare
spending is not the cause of the deficit problem. The AFDC program is extremely important to
poor children but welfare spending is not $300 billion per year -~ contrary to the statements ot
some who advocate radical budget cuts. This exaggerated figure includes many programs the
public clearly understands as pot being welfare such as student loans, nursing home care for the
elderly (Medicaid),' and the Earned Income Credit (which will provide tax benefits to working
families with children whose incomes fell below $28,600 in tax year 1996).

Additionally, entitlement spending on welfare families is a small fraction of all entitlement
spending and only a part of means-tested entitlement spending. The AFDC program, including
cash benefits, emergency assistance, child support enforcement, Title [V-A child care, and "At-
Risk" child care, constitutes only two percent of entitlement spending and one percent of total
federal spending. When food stamp and Medicaid benefits for AFDC families are added in the
total rises to only three percent of overall federal spending.

. According to the Congressional Budget Office, in 1994 the federal government spent $177
billion on means-tested entitlement programs. Spending on AFDC families totaled about
25 percent of this amount and about six percent of all entitlement spending.

. Almost half (46 percent) of total means-tested entitlements are spent on the elderly and
disabled.

Moreover, overall entitlement spending is not growing. According to the Bipartisan
Commission on Entitlements, means-tested entitlements other than Medicaid will not rise at all
as a percentage of the total national economy (Gross Domestic Product or GDP) after the year
2000. The latest CBO forecasts suggest they will decline a bit as a percentage of GDP. The
Entitlement Commission estimates, however, that between now and 2030 that Medicare and
Medicaid will climb as a percentage of GDP.' The only entitlements that are increasing
substantially are Medicare and Medicaid which suggests the necessity of health care reform.

'Actually 69 percent of Medicaid funding goes to the elderly, blind, or disabled. Only 18
percent of Medicaid funding goes to families receiving AFDC.

*These figures includes federal spending on AFDC benefits, emergency assistance, child
support enforcement, Title IV-A and "At-Risk" child care, food stamp benefits for AFDC
families, and Medicaid spending on AFDC families.

*Medicare will rise from 2.4 percent of GDP to 7.9 percent, and Medicaid will increase trom
1.3 percent to 3.1 percent of GDP.
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ATTACHMENT #3 2/2/95

WELFARE REFORM: WHAT THE PUBLIC WANTS

There is no question but that Americans want welfare reform. 45 percent favor
completely replacing the current system, and 52 percent want welfare to be fixed, rather than
replaced (USA Today/CNN/Gallup poll, December 2-6, 1994).

But while the public wants welfare to be changed, they do not want to leave poor children
and families without any assistance. 65 percent of Americans agreed that it is government’s
responsibility to take care of people who can’t take care of themselves (New York Times/CBS
News Poll, December 6-9, 1994). Even after a political campaign season characterized by
unabated attacks on welfare, 56 percent opposed ending payments to unmarried mothers, and 60
percent opposed ending payments to the children of unmarried mothers (USA
Today/CNN/Gallup). In fact, fewer people wanted to reduce tax dollars going to welfare

The public takes a commonsense approach to welfare reform. They want adult recipients
to work, but they understand that tools such as education and child care are necessary for that to
happen, and don’t want to leave families stranded if they cannot find employment. 87 percent
agreed that the government should create work programs for people on welfare and require
participation (New York Times/CBS News Poll). But they do not believe that families should
be cut off from all assistance after a limited time period if they are willing to continue to work.
71 percent want them to continue receiving benefits (New York Times/CBS News Poll). 73
percent would be upset if new limits on welfare cut off benefits to poor families even when no
work is available (Newsweek Poll, December 27-28, 1994). They strongly support government’s
responsibility to eliminate poverty: 80 percent share that belief now (Center for Study of Policy
Attitudes, October, 1994), compared to 70 percent in a 1964 Gallup poll. They understand that
we cannot eliminate poverty without spending money. 70 percent would increase federal
spending on poor children, and another-20 percent would keep spending the same as now (Center
for Study of Policy Attitudes). When asked, "Should welfare reform start saving taxpayers
money immediately, or is it more important to train welfare recipients for jobs, which means the
government would spend more money in the short run?" 69 percent were willing to spend more,
and only 24 percent were looking for immediate savings (Time/CNN, December 7-8, 1994). An
overwhelming 92 percent support job training for welfare recipients, and 88 percent favor child
care for parents looking for work. Including the word "welfare” in polling questions always
produces a more negative result, but even when asked if tax dollars should be increased or
decreased for welfare, 48 percent would spend either the same or more than current levels, while
36 percent would reduce taxes going to welfare. Only 10 percent would end tax funds for
welfare altogether (USA Today/CNN/Gallup).

Americans express deeply held values in their opinions about welfare and poverty. They
do not want to break up families. 72 percent wanted to keep unmarried mothers under age 21
and their children together, and only 20 percent favored placing the children in an orphanage or
in foster care (New York Times/CBS News Poll). 78 percent would be upset if many poor
mothers have to give up their welfare benefits and send their children to orphanages or foster
homes (Newsweek Poll). They also want people to take personal responsibility for bettering
themselves. 44 percent feel that lack of effort is more to blame for people’s poverty, while 34
percent blame circumstance (New York Times/CBS Poll). Negative feelings about adults on
welfare are fairly prominent, and while a majority (56 percent) oppose ending payments to
unmarried mothers, when asked if children should have separate benefits, 78 percent say yes
(USA Today/CNN/Gallup). And as noted above, Americans value work. 83 percent "would be
willing to spend more in taxes on programs to reduce poverty provided that the focus is on job
training and moving people into productive work™" (Center for the Study of Policy Attitudes).

The public does respond to issues of faimess. When asked, "Is it fair to cut off
government payments to people who have been on welfare for two years, even if they have no
other source of income?" 52 percent said it was unfair, while only 38 percent said it was fair
(Time/CNN Poll).
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Chairman SHAw. Thank you, Mr. Johnson.

Our next speaker is David Liederman, who is executive director
of the Child Welfare League of America.

Mr. Liederman.

STATEMENT OF DAVID S. LIEDERMAN, EXECUTIVE DIRECTOR,
CHILD WELFARE LEAGUE OF AMERICA

Mr. LIEDERMAN. Thank you, Mr. Chairman.

I am David Liederman. The Child Welfare League is an associa-
tion of 800 child welfare agencies, public and nonprofit, that serve
nearly 2.5 million children, abused and neglected children in the
United States. We appreciate the opportunity to testify.

We are very concerned that we enact real welfare reform in the
United States of America. I think everybody in this country wants
to do something about the welfare system. And we believe that real
welfare reform means that we lift children out of poverty, that we
reduce dependency, and that we make sure that welfare moms are
permanently off of public assistance, that they get off the rolls per-
manently.

I would suggest that many of the proposals that are on the table
and that many of the proposals that are being suggested by Gov-
ernors around this country would not accomplish those goals,
would absolutely not accomplish those goals. We are very con-
cerned about eliminating the entitlement, and we are very con-
cerned about shifting to block grants.

Sixty years ago, Mr. Chairman, this country made a sacred trust
with our poor kids when we enacted the Social Security Act. We
said that, regardless of the color of your skin, regardless of what
language you spoke, regardless of what you look like, if you quali-
fied by income for public assistance, you are eligible and you are
entitled to receive it. To break that sacred trust now for our poorest
children would be an absolute disaster.

I do not think this is any time to be taking the word of one Gov-
ernor in the United States, Governor Tommy Thompson of Wiscon-
sin, when he assures us that the Governors of this country are
going to take care of the poorest kids in this country. With all due
respect to Mr. Thompson, I would frankly rather have the contract
that was established in 1935.

It is interesting that, this morning on “CBS News,” we heard a
report from Wisconsin and we heard Mr. Thompson, and Governor
Thompson talked about the fact that in Wisconsin they have re-
duced their welfare dollars by 25 percent since 1987. They have re-
duced their welfare expenditures 25 percent since 1987, and he was
very proud of that.

The other day I said to one of my staffpeople, I said would you
please call the Census Bureau and find out what the poverty rates
are in Wisconsin, what has happened to the poverty rate in Wis-
consin. If you look at the poverty rate and if you care to ask the
Census Bureau what the poverty rates are in Wisconsin, you will
find that, from 1989 to 1993, during his watch, the child poverty
rate has increased by 60 percent. The child poverty rate has gone
from 10 percent, roughly 10 percent, to 16 percent in Wisconsin.

So what is the goal of welfare reform? If the goal is to reduce dol-
lars, to cut welfare benefits, then the road that is being suggested
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and the road that you are going to go down with the Personal Re-
sponsibility Act will absolutely accomplish that. If your goal is to
reduce dollars, push people off public assistance to save money,
then you are going down exactly the right road.

If what you want to accomplish is to lift children out of poverty,
reduce dependency and make sure that young moms are perma-
nently off of public assistance, then I would suggest that you are
going down the wrong road. If you look at the history of the block
grants that were established in the early eighties, what you would
find—and I am sure that this Committee is concerned about ac-
countability—what you would find, if you care to ask the questions,
is that you cannot determine from many of the block grants that
were established how many kids were helped, how many families
were helped, and what happened to the money. You cannot find out
the answers to those questions, and I think those are critical an-
swers.

If a block grant is an excuse for social engineering experiments
that Governors want to enact around this country to throw kids off
welfare and throw families off welfare, then we are going down the
wrong road. At least, Mr. Chairman, if we are going to allow Gov-
ernors to play with kids’ lives, to use kids as human guinea pigs
in this country, if that is what we are about, then at least mandate
that there be an impact study, at least have some impact studies,
establish some outcome measures, try it in one State, try an experi-
ment in one State and measure it and see whether or not it works.
That is the least that we can expect, Mr. Chairman, if we are going
to fool around with 10 million children in the United States.

One final point that I want to make is that whatever you do, Mr.
Chairman, please do not fool around with the child welfare system.
The child welfare system currently serves 1.2 million abused and
neglected kids. It is the only safety net for abused and neglected
kids. This is not the time to be messing around with the IV-E enti-
tlements, to be fooling around with child welfare services that
serve abused and neglected kids in this country. And we beg you
and plead with this Committee not to fool around with the basic
entitlements that abused and neglected children are entitled to in
the United States.

Thank you, Mr. Chairman.

[The prepared statement follows:]



844

TESTIMONY OF DAVID S. LIEDERMAN
CHILD WELFARE LEAGUE OF AMERICA

Chairman Shaw and Members of the Subcommittee, I am David Liederman, Executive
Director of the Child Welfare League of America (CWLA), a membership organization
representing nearly 800 public and voluntary child serving agencies that assist over 2.5
million children and their families nationwide. Our member agencies in each state serve
troubled and vulnerable children, many of whom not only have experienced the hardship of
poverty but also have been served by the Aid to Families with Dependent Children (AFDC)
program. Approximately 50 percent of children in substitute care are AFDC eligible
children.

REAL WELFARE REFORM NEEDS FOCUS ON CHILDREN

I appreciate this opportunity to discuss real welfare reform. The national debate has become
very complex, but my message today is simple. Real welfare reform means taking seriously
the welfare of children. It means remembering, when you mark up and vote on a welfare
reform bill, this watchword -- "do no harm to children.”

We, as a nation, have an obligation to keep all children from harm. You, as elected national
lawmakers, should hold this duty foremost. We talk a lot in this country about the value of
strong families; but we often do precious little to preserve and strengthen families. When a
child reaches adulthood without the education, skills, or job opportunities to succeed, we all
have failed. When a child never makes it to adulthood, we have suffered the ultimate
failure.

Our nation originated the Aid to Families with Dependent Children (AFDC) program as part
of the Social Security Act of 1935. Congress’ primary goal was to insure that children’s
basic needs are always met, and to prevent children from falling into sustained poverty and
long-term dependence. Prior to that year, mothers who were unable to care for their
children were often forced to rely upon poorhouses or orphanages. The program's enactment
reflected the belief that the best place for children to be raised is at home with their families.
As the 104th Congress considers whether to tear down our national safety net or to look for
better solutions, please keep that original goal in mind.

We all want change. We all condemn the welfare system for not helping enough families
obtain employable skills, find work, and climb out of poverty for good. But, it does still
provide a floor of support that helps to keep many children alive and to give them a chance
to succeed.

Ask your constituents. Polls indicate that they hate the welfare system. Most want parents
in AFDC families to work. But they don’t want children to go homeless. They don't want
children to starve. They don't want children to lose needed benefits or to be sent away from
their families. According to a December 1994 poll by the Citizens for a Sound Economy
Foundation, 57 percent of middle-class voters surveyed don’t want benefits cut to children of
teen mothers. More than three-quarters (77 percent) oppose moving children from welfare
families to group homes or orphanages. According to a 1993 poll by Peter D. Hart Research
Associates, 80 percent of respondents said welfare provides a crucial safety net for poor
children, who are not responsible for their poverty. In the same poll, 77 percent indicated
they would favor a welfare reform plan that costs a lot more money than the current welfare
system, due to child care, job training, and other programs that help more people to leave
welfare.

We stand at a crossroads with these policies that affect so many of our children. Already,
Wisconsin has set an unwelcome precedent by becoming the first state to be granted a waiver
to institute complete termination of assistance to families who have broken no program rule.
This committee is considering legislation that would apply similarly harmful policies to
millions of children nationwide.

Unfortunately, too many of the proposals under consideration would shred the safety net
more, rather than constructively reform and repair it. I urge you to reject those proposals.
Almost ten million of the very poorest children in this nation receive AFDC benefits. A
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mother and two children on AFDC depend upon an average of only $366 a month for their
basic needs. And it is a pittance. If you don’t believe me, I challenge you to live for a
month on an AFDC benefit. We tried it as legislators in Massachusetts, and it was
impossible.

We must preserve the safety net for children. Already, too many children fall through it.
Nearly one out of every four children is poor. In five years, the number of children under
six living in poverty experienced a staggering increase, from five million in 1987 to six
million in 1992.

The welfare system is in disarray. We must fix the welfare system so that children escape
poverty, so that they do not become mired in a multi-generational cycle of poverty. We
must preserve the promise of support, the AFDC entitlement, to ensure that all children have
access to basic support for food, clothing, and shelter.

Yes, we need more personal responsibility, but that call is not limited to families on AFDC,
nor is just a call sufficient.

Don't let attackers of poor children get away with telling you that the problem is simply a
lack of personal responsibility. Most parents on welfare want to work but, without training
and job opportunities, they often cannot find work. Despite their parenting responsibilities,
83 percent of welfare recipients indicated that they would leave welfare immediately for a
minimum wage job if it provided health care for their family.

Most families on welfare don’t stay on it continually for years and years. Over 50 percent of
welfare recipients leave welfare on their own within one year; 70 percent leave within two
years.

The most common problem for poor families is an economic crisis. Working families are
forced to begin or return to welfare due to a lack of stable employment, adequate or
affordable health insurance or child care. Only 8 percent of post-welfare employment is
accompanied by health care benefits. A GAO study in 1987 found that 60 percent of
respondents in work programs in 38 states reported that lack of child care was a barrier to
their participation in the labor force.

MASSIVE BLOCK GRANTS WOULD FAIL TO PROTECT THE MOST
VULNERABLE

1 have commented on previous occasions about H.R. 4, the Personal Responsibility Act, and
would like to direct my comments today to the block grant proposals, which are under
serious consideration.

While careful consolidation of a number of categorical programs makes sense and is overdue,
block granting virtually all activities for its own sake, accompanied by spending cuts, would
cause severe problems for children. Eliminating the entitlement guarantee, along with
massive consolidation and spending reductions could, in the short- and long-term, severely
undermine state and local community efforts to protect and serve children. They would then
be placed at even greater risks that could lead to homelessness, neglect, or other family
crises that would require child welfare intervention.

I urge the subcommittee to maintain that federal guarantee to protect children; to suppornt
efforts to establish paternity but not to penalize children by denying benefits in cases where
paternity has not been established despite the mother’s cooperation; to support efforts to
reduce teenage pregnancy and promote marriage but not to deny benefits to children born out
of wedlock to young mothers; and not to deny benefits to children due to their legal
immigrant status.

The danger in permitting states to carry out misguided welfare policy is demonstrated by the
recent experience of several states which cut general assistance funds for many thousands of
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people. A report released last year by the Center on Social Welfare Policy and Law found
that hundreds of thousands of men and women suffered without jobs or income support after
states targeted single "employable” people for welfare cuts. The report looked at welfare
cuts in Michigan, Ohio, and Illinois, and found that state definitions of "employability" were
totally unrealistic, most former recipients did not find jobs, and crises were immediate and
severe for large numbers of individuals left homeless, hungry, and sick following the cuts.
Within one year after Michigan made its cuts, 25 percent of the former recipients became
homeless, according to a University of Michigan study.

These findings indicate that too often, the states’ answer to welfare recipients is to let them
live in the streets, begging, homeless, cold, and hungry. A welfare block grant to
decentralize welfare to the states without federal minimum standards would increase
competition among neighboring states to enact more punitive policies in hopes of providing a
disincentive for interstate migration. A block grant accompanied by severe cuts in AFDC
and other benefits and services could send millions of children into the streets, or to
orphanages.

CWLA has estimated the basic cost of caring for one child in a residential group care facility
at $36,500 per year, ten times the cost of AFDC and Food Stamp combined benefits ($2,644
per year) for that child. Providing basic residential group care for three million of the nearly
ten million children on AFDC would cost about $109.5 billion a year. Costs vary for
residential group care and family foster care, but the estimates I have provided are toward
the low end of the cost spectrum.

The block grant proposals would strip away assurances of protection and help for children in
need and drive them into an already besieged child welfare system. Bven now, the child
welfare system cannot keep up with increases in the number of abused and neglected
children. In 1993, 2.989 million children in the U.S. were reported abused or neglected, up
from 1.154 million children in 1980. Welfare reform proposals to end AFDC assistance to
millions of children would overwhelm the child welfare system, undermine its ability to
protect abused and neglected children, and leave many children in jeopardy.

Charitable organizations cannot pick up the slack. They already subsidize about 30 perceat
of the cost of residential group carc with charitable dollars. CWLA's member agencies
report that their resources are stretched to the limit.

BLOCK GRANTS IGNORE GREAT UNEVENNESS AMONG THE STATES

State have widely varying capacities and experiences in meeting the needs of their most
vulnerable young citizens. Vastly different resources and expertise are the rule. These wide
variations have tremendous implications for children.

We believe that despite the best efforts of local communities and state governmeants, the work
of the mation’s public and private child welfare agencies will remain insufficient to the task
unless the federal government provides more leadership, promotes greater accountability and
commits more, not fewer, resources to the care and protection of children. We believe a
national strategy is necessary and must be tied together by a federal govemment working in
close cooperation with states and local communities in the public and private sectors.

BLOCK GRANTS DO NOT MAKE REAL WELFARE REFORM

Giving states more flexibility by itself will not achieve real welfare reform. Real welfare
reform that can improve the lives of very poor children and their families means addressing
individual and structural issues, demanding personal responsibility, providing the services for
getting and keeping employment that enables families to be self-sufficient, and investing in
economic development that will generate stable jobs that can support families. It means,
among other things over the long-term, addressing child poverty in America. Congress, by
greatly expanding the Eamed Income Credit (EIC), already has gone a long way to ensure
that no working family will live in poverty. We can do a great deal more for children and
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families through welfare reform, but only if we utilize adequate resources and address the
root causes of poverty.

Welfare reform must also value and encourage excellent parenting, the most vital means to
help children grow up healthy. Some AFDC heads of household are not able to work or
should not be expected to do so. Young mothers, for example, must not simply be tossed
into the working world -- parenting itself is too important and parenting is indeed hard work.
Instead, they should be encouraged to care for their children and pursue an education that
prepares them for lifelong work, and they should be provided with appropriate job exposure

Jobs

A key element to successful welfare reform wiil be employment. Good wage jobs need to be
available for people to work but are in short supply. We must encourage and assist AFDC
parents to become self-sufficient and to act responsibly, find and keep work outside of the
home, pursue education, maintain adequate and stable eamed income, and contribute to the
care of their children.

All participants should be required to engage in activities to receive the necessary skills to
obtain a decent paying, stable job. AFDC requirements that discourage work and marriage
should be changed. AFDC asset limits should be raised so that recipients can save for their
children’s education or start a business without having to sell virtually everything they own.
However, we destine our policies and families to failure if we expect that every AFDC
family can move at the same speed to find employment.

AFDC recipients who are ready and able to work but cannot find a job in the private sector
should be provided with quality full-time public sector work at family-supporting wages.
Improved employment opportunities in the children’s services sector, for example through
full funding of Head Start and expansion of child care programs, could address the dual need
of expanding children’s services while providing public sector jobs for adults. A higher
minimum wage would promote work incentives and draw more low-income families out of
poverty. Extreme care must also be taken to avoid creating workfare programs that displace
existing workers and institute a new substandard minimum wage for AFDC recipients or
substandard working conditions that would have a harmful impact on the labor market and
promote divisiveness in the work force.

Transitional and other supports

Welfare reform must provide strong transitional support services for AFDC families to work.
These service components should include high quality education resources, job training, and
child care.

Children whose families receive AFDC are among those most at risk of developmental delays
and diminished educational achievement. There is widespread agreement that, in order for
them to thrive and succeed in school, they need the benefits of comprehensive, high quality
early childhood programs. Welfare reform will place an increased demand for child care on
a system that even now cannot ensure adequate and affordable quality care. Adequate
resources and an improved infrastructure must be in place in order to ensure that all children
have access to quality child care. Welfare reform child care policy must include consistent
standards to ensure the healthy and safe development of children regardless of the funding
source for their child care assistance. In addition, parents who leave AFDC for work
should receive child care assistance beyond the current twelve months, so that they are not
forced to lose their job for lack of child care. It is equally important that we not further pit
necessary child care for families struggling to get and stay off public assistance against the
necessary child care for working low-income families struggling to stay afloat and get ahead.

In addition to specific transitional support services, a meaningful anti-poverty strategy must
include improved unemployment insurance protection, a refundable children’s tax credit,
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universal access to health care, improved paternity establishment and child support
enforcement, improved access to federal nutrition programs, as well as other reforms and
initiatives outside of the AFDC system.

Child support enforcement and assurance

Patemity establishment and child support enforcement and assurance are fundamental
elements of welfare reform. Child support is a crucial factor to keep children and their
custodial parents out of poverty, sends 4 message that both parents are responsible for their
children, and can make a substantial difference in the financial security of all single-parent
families. According to the National Women's Law Center, our nation's system of paternity
establishment has overwhelmingly failed. Of child support cases in 1989, paternity was
established in only 3! percent of non-marital births, and $5.1 billion of court-ordered child
support was not paid to custodial parents with child support orders.

Both parents have a responsibility to support their children. Fathers should be required to
contribute financially to their children’s well-being, and should be strongly encouraged to be
active parents and family members. Struggling families should receive case manager support
in reformed AFDC offices that focus on providing family services. All AFDC recipients
should be encouraged to complete high school and pursue higher education.

NEW NATIONAL EFFORT ON TEEN PREGNANCY PREVENTION IS NEEDED

Our nation must respond to the epidemic of teen births by instituting a national campaign to
prevent teen pregnancy. Research indicates that more than half of teens age 17 and younger
are virgins. Efforts should be made by families, communities, schools, churches, and the
media to support teens to abstain from sexual intercourse. Young people in the critical years
of 9 to 14 should be especially targeted.

Schools should strengthen the curriculum in decision-making skills, family life education,
social responsibility, and basic education and employability skills. Comprehensive family
planning services should be available to counsel teens regarding sexual abstinence and
appropriate medical services for sexually active teens.

A thorough network of health, education, and support care services, including medical and
psychological services, should be available to all pregnant and parenting adolescents.
Pregnant women, at the very least, should receive prenatal care and education about the risks
of using drugs, alcobol, and tobacco during pregnancy. Drug treatment programs shouid be
available for all drug-abusing pregnant women and parents of infants.

Improved paternity establishment and strict enforcement of child support in cases involving
teen pregnancy will send an important message to young men that fatherhood is accompanied
by parental responsibilities.

Responsible adult supervision and guidance important for young parents

As we institute a national campaign to prevent teen pregnancy, we must not abandon teen
parents and their children. We should continue to provide children of teen parents with
safety net assistance, and encourage teen parents to get the skills they need to support
themselves and their children.

CWLA supports a residency requirement for teen mothers in safe and appropriate supervised
living arrangements at home or in other settings that give young parents the support and
guidance they need to gain parenting and other vital life skills. Almost three-quarters of
pregnant teenagers under age 18 live with one or both of their parents. Even six months
after giving birth, about 60 percent of young mothers aged 15-17 are still living at home.
CWLA believes that pregnant and parenting teens should remain at home for the emotional
and financial support that parents can provide. For those pregnant and parenting teens who
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cannot remain at home because of abuse or neglect, arrangements must be made for them 10
live with other family members or in supervised group homes.

A CWLA survey of Florence Crittenton Agencies, conducted last year, suggests that forcing
teen parents and their children to return to a parent’s home without proper safeguards could
place many children at severe risk of physical or sexual abuse. The survey found that:

. about 62% were estimated to have been abused or neglected by a caregiver;

. almost 64% were estimated to have had at least one unwanted sexual experience;

. about 50% of those living independently would, in the opinion of those agencies
which serve such young women, be placed at risk of physical or sexual abuse if
returned to their families.

The high prevalence of abuse by caregivers indicates that most of the adolescent mothers
served by these agencies come from unsafe homes. These figures most likely underestimate
the proportion of these mothers who have been abused or neglected by a caregiver because
some agencies answered this question only in terms of substantiated abuse cases.

It is widely believed that abuse very ofien goes unreported or unsubstantiated. The
Crittenton Agencies’ staffs know these young women quite well; their report that 50% would
be at risk of abuse if returned to their homes suggests that for the federal government to
impose such a requirement without critical safeguards in order to receive welfare would be
detrimental to thousands. It would force many adolescents to choose between seeing their
children go hungry or homeless and putting both themselves and their children in danger.

Qualified "teen parent case managers” should be assigned to make careful decisions
regarding whether the teen and her child should be sent back to a parent’s home. These case
managers would also help each minor parent draw up an individual plan to attain
independence, assist ber in achieving her plan by linking her with needed education, health,
family planning, substance abuse treatment, and other social services. Recognizing that the
teen parent case manager would play a critical role in assuring the rights and safety of teen
parents and their children, caseloads of no more than 20 clients to each teen parent case
manager should be maintained.

If a teen parent residency requirement program is implemented, we must ensure that young
parents do not retum to abusive or otherwise unsafe households, that exceptions are made
when such a requirement makes no sense for a particular family, and that teen parents’
special needs for intensive case management are addressed.

Education, child care and health assistance critical supports for teen parents

Teen parents receiving AFDC should be required to complete their education. Research has
shown that just over half of all teenage mothers complete their high school education during
young adulthood. Many of those who do not complete high school have low basic academic
skills, and have low eaming potential. Five years after giving birth, 43 percent of teenage
mothers are living in poverty, according to a 1990 report by the Congressional Budget
Office. Special efforts must be made to assist pregnant and parenting teens to remain in
school and to further their education, thus enhancing their chances for self-sufficiency and to
avoid repeat pregnancies.

State departments of education and human resources should assist in making child care
services available to help teen parents stay in school. Day care options should be readily
available at or near the school site so teens can complete school. Teen parents should be
expected to work in the centers as part of their parental obligation -- an excellent opportunity
to learn effective parenting skills. Voluntary, early home visiting by public health and
community resource persons should be expanded to reach and assist young parents.
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CHILD WELFARE SAFETY NET —~ THE PROTECTION OF LAST RESORT --
MUST REMAIN INTACT

Block grant proposals that strip away assurances of help for children in need would drive
more children into an already besieged child welfare system. Even now, the child welfare
system cannot keep up with increases in the number of abused and neglected children.
Welfare reform proposals that would end AFDC assistance to millions of children would
overwhelm the child welfare system, undermine its ability to protect abused and neglected
children, and leave many children in jeopardy.

As you consider welfare reform and seek to address potential negative impacts on the
children, I urge you to maintain the child welfare safety net -- all the Title IV-E guarantees
and the capped entitlement for family preservation and support -- to help children receive the
services they need to keep them safe. It is the safety net of last resort.

Many of these children are in state custody where the state is functioning as their legal
parent, and as such, has an obligation to respond when a child's safety is threatened. The
federal government has an important role in enabling the states to do their jobs by providing
guidelines for protection and enforcing the protections when they are ignored.

The children needing protection and care have greater and more complex needs than ever.
They require sound assessments and timely and appropriate services.

The Title IV-E entitlements, under P.L. 96-272, provide the individual guarantee of support
for maintenance, for "administrative costs” that principally pay for essential preplacement
and permanency determination activities (e.g., child and family assessments, referral to
services, recruitment of foster and adoptive families), and for training that staff who work
with the children and families require. It also provides for adoption assistance that has
proven very successful in removing the financial barriers to adoption for children with
special needs.

The Family Preservation and Family Support Services Program, recently enacted under P.L.
103-66, provides important incentives and resources to the states to develop and expand
services to prevent unnecessary placement and to reunite children with their families.
Progress has been made in introducing appropriate family-focused, child-centered services
and many children have been able to remain home safely or safely return to their homes.
This support and direction are essential for children and their families that are clearly in
crisis, but are not quite at the brink of destruction. Without this support, we will end up
with a system that can only respond at the "back end,” to more extensive, expensive and
intractable problems.

A child welfare block grant, currently under consideration by this subcommittee, would only
further compromise children's safety should it eliminate the services’ guarantees, fail to
specify protections and lack enforcement.

A RESPONSIBLE FEDERAL ROLE IN WELFARE REFORM

The federal government has an important responsibility in its partnership with the states in
assisting their families to take care of their children. The current welfare system is broken
and the federal government needs to work with the states to change it. That means more
than simply writing a check and walking away.

We must build a stronger future for children in America. Congress should take the
following 10 steps toward real welfare reform:

1. Preserve the federal commitment to protect children from discrimination and serious
harm by maintaining the AFDC entitlement. Ensure that children in all states have
access to a basic "safety net" of support;
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Improve federal oversight, cut unnecessary bureaucracy, and streamline where
appropriate;

Concentrate our efforts and resources on the majority of parents who leave AFDC on
their own. This is the most motivated group and we should ensure that they stay off
welfare permanently by maintaining health care coverage, providing income
disregards and guaranteeing quality child care.

Work with the private sector and states to support the creation of jobs that pay a
living wage so that AFDC parents can find work, stay employed, and support their
families; and ensure that all AFDC parents have access to quality job search
assistance, education, internships, training, and transportation. Require states to
increase participation in work programs so that at least half of each state’s work
program participants are employed in either private or public sector work;

Support efforts to increase access to high-quality day care. Lower the state match
requirement, substantially increase federal funding for child care assistance, set
minimum payment levels based on full market rates, and eliminate the income
disregard method and statewide limit;

Institute a national teen pregnancy prevention campaign through education, health
services, family and community efforts and the media. Support efforts to help teens
to delay parenting and to stay in school;

Support aggressive case management and services to teen parents, including home
visiting; encourage involvement of teen fathers in parenting responsibilities;

Reform health care so that iliness does not drive families onto the welfare rolls;

Support responsible paternity establishment and child support enforcement and
assurance; and

Develop a broader anti-poverty strategy, so that working families do not fall into
poverty.

LT
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Chairman SHAw. Thank you, Mr. Liederman.

The next witness is Peter Ferrara, who is a senior fellow at the
National Center for Policy Analysis.

Mr. Ferrara.

STATEMENT OF PETER J. FERRARA, SENIOR FELLOW,
NATIONAL CENTER FOR POLICY ANALYSIS

Mr. FERRARA. Thank you, Mr. Chairman.

We are here to discuss sweeping welfare reform, because the cur-
rent system is a disastrous failure. Current spending is at record
levels, by any measure. We spend at least $350 billion on means-
tested welfare programs at the Federal, State and local levels of
this country. The chart here shows welfare spending up to 1992
when it was over $300 billion. If you update it to today, we spend
at least $350 billion on these programs at the Federal, State and
local level, if you take all the welfare programs together.

Yet, the poverty rate today at 15.1 percent is higher than the
rate in 1966 when the war on poverty began, when it was 14.7 per-
cent.

The current system is not just a failure. It is counterproductive.
It is directly contributing to the problem and actually causing pov-
erty. It does that, because it directly promotes counterproductive
behavior, such as nonwork, nonmarriage, illegitimacy and family
breakup. The current system does this by providing substantial re-
wards for such counterproductive behavior. For example, if you do
not work, you are entitled to an array of benefits in over 300 pro-
grams by our count. However, if you try to go to work and earn
your own income, the programs penalize work by taking away
those benefits.

Similarly, if you bear a child out of wedlock, you are entitled to
an array of benefits under all these programs, so you are rewarded
for that behavior. But if you marry someone who works, then you
are penalized for that behavior, because they take away those ben-
efits. So they are subsidizing the behavior that leads to poverty and
they are penalizing the behavior that leads people out of poverty.

As a result, we can see—and in my testimony I discuss it in more
detail—that since these programs began, work among the lowest
income groups in the population has collapsed and family breakup
and illegitimacy has soared.

Therefore, what is the solution to this problem? Well, we have a
two-pronged approach. First, we support broad open-ended block
grants to the States. In fact, we think Congress should eliminate
even the restrictions that you see in the current welfare reform
bills. We should give the money to the Governors. The system
needs to be completely redesigned from the bottom up. We do not
have the answers in Washington. Uniform rules for the entire Na-
tion will not work. It is a very diverse country and the problems
are very diverse. We need local variation. We need local experimen-
tation.'

So I support what the Governors are saying on this, that we
should remove the restrictions even in the current proposals and
turn it back to the States and let them design it from the start.
Another reason to do this, frankly, is to get the welfare system
away from the liberal interest groups that predominate in Wash-
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ington. They and their allies in the Federal bureaucracy will ulti-
mately pervert any requirement that you put into the system.

Inherent in the whole notion of block grants is that you eliminate
the notion of entitlement. Entitlements are what is destroying the
current system and destroying the Federal budget and destroying
inner-city communities, because it is the entitlement nature of the
system that leads to these uniform rules that end up encouraging
the wrong behavior and discouraging the good behavior.

If you return it to the Governors, they could try a wide variety
of solutions. Some of the restrictions that are in current proposals
might work, might be good ideas, and might be adopted. If I was
a Governor, the proposal that I would favor is to offer people work,
instead of welfare, and I would have a place where they could go
to work without question. If they needed funds, they would be paid
cash in return for the work. This eliminates all the disincentives
to work. There is no reason now not to go to work in the private
sector, because the only way you can get funds is by work. It elimi-
nates all the incentives for illegitimacy, because you no longer pay
rewards for that.

In addition, the other proposal we have is that taxpayers be al-
lowed a tax credit for contributions to private charities, and then
to the extent that they exercise that tax credit, the block grant
funds to their State would be reduced commensurately, so that the
ultimate control over the system would be put in the hands of the
taxpayers. They would then have the ability to reallocate funds
from the block grant, to the extent that they think the State wel-
fare programs were not doing a good job.

The taxpayers would take a credit for contributions that they
made directly to charities and this would be added up at the end
of the year, and to the extent they took that credit, the block
grants would be reduced by an equal amount. This creates a com-
petition between the government welfare programs and the private
charities, and this will improve both the government programs and,
in addition, allow the taxpayers, if they see in their State that
there are private charities doing a better job, reallocate those funds
to those who are doing the best job.

We produced a study on this recently, and we show how the pri-
vate charities in fact are much more effective in helping people get
off welfare precisely because they are not entitlements, because
they have the ability to use discretion and subjective judgment,
and we submit that this two-pronged approach would be a far bet-
ter system than the current system.

Thank you, Mr. Chairman.

[The prepared statement and attachment follow:]
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Testimony Before Committee on Ways and Means
U.S. House of Representatives
Subcommittee on Human Resources
Addressing the Welfare Reform Sections of the Contract With America,
Peter ). Ferrara, Senior Fellow, National Center for Policy Analysis
January 30, 1995

Welfare Reform That Really Works

Among the vast array of possibilities for sweeping reform by the new Congress,
the most far-reaching and historic is welfare reform. Public opinion polls show most
people recognize that the current system has utterly failed and are thoroughly disgusted
with it. They would overwhelmingly support radical reform including spending
reductions. The new Congress also 1s receptive to radical reform. Indeed, many members
campaigned vigorously on the issue.

The Case for Change. The failure of the current system is palpable.

o Federal, state and local governments spend about $350 billion per year on 79
means-tested programs aimed at assisting the poor [see the figure]; this is about
20 percent more than we spend on national defense.

¢ Yet today’s poverty rate of 15.1 percent is higher than the 14.7 percent rate in
1966 when the War on Poverty began.

Even worse, the welfare system has caused the work ethic of the lowest-income
groups to collapse and family breakup and illegitimacy to soar.

e In 1960, nearly two-thirds of households in the lowest one-fifth of the income
distribution were headed by persons who worked.

e By 1991, this had declined to around one-third, with only 11 percent of the
heads of household working full-time, year-round.

Moreover, out-of-wedlock birth rates have soared.
e The rate for blacks has risen from 28 percent in 1965 to 68 percent in 1991.

o The rate for whites was 4 percent in 1965, and among white high school
dropouts is now 48 percent.

e In 10 major U.S. cities in 1991, more than half of all births were to single
women.

The collapse of work and family has bred urban decay, crime, drug addiction and
numerous other social afflictions. This social tragedy is the direct result of our current
welfare system. It rewards people for not working by giving them numerous benefits and
penalizes those who return to work by taking away the benefits. The system rewards
illegitimacy and family breakup by paying women generous rewards for having children
while they are single and penalizes marriage by taking away the benefits from women who
marry working men.

Proposals for Reform

Simply stated, the current welfare system is a disaster for the poor, the taxpayers,
the economy and the nation.

Reform of the system should be based on two key components. First, all major
federal welfare programs should be abolished and the money currently spent on these
programs should be given to the states in the form of “block grants.” Second, taxpayers
should be allowed to shift that funding from state programs to private charities.

Block Grants. Federal funding for as many current federal welfare programs as
possible should be sent to the states with only one proviso: that the funds be used to help
the poor. Each state would then be able to use the funds, along with current state welfare
funds, to design its own welfare programs. These grants would replace AFDC, food
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stamps and public housing, among other so-called entitlement programs. Medicaid funds
could be segregated in a separate grant with the requirement that they be spent on health
care for the poor.

This would free each state to experiment with entirely new approaches to welfare.
States might offer work instead of welfare. They might grant funds to well rup private
charities. They might come up with entirely new approaches that no one has thought of
yet.

The federal government should not impede innovation and experimentation at the
state level. Clearly the federal government does not know what the right approach to
welfare is, and the right approach may vary from state to state. Moreover, any attempt to
impose federal restrictions on the design of state welfare programs will tend to give
Washington-based interest groups greater opportunity to influence policy and short-circuit
fundamental reforms. With open experimentation, by contrast, some states will be able to
discover what works, and others can adopt and adapt the best approaches.

All réquirements in current federal reform bills — such as cutting off welfare to
single mothers under 19, using funds for orphanages, cutting off benefits after two years
and denying benefits to legal immigrants — should be deleted. The states can determine
whether any of these provisions are desirable and adopt them if they are.

The block grant to each state should be a fixed sum — independent of how much
money the state adds to jt. Current programs rely on matching grant formulas that provide
more federal funds the more the state spends. This only encourages higher, often
unnecessary state spending.

With block grants, the federal government would save money immediately by
laying off the thousands of bureaucrats who administer the programs. Further reductions
would be possible as states find ways to eliminate poverty and reduce the need for welfare
spending.

The Private Charity Tax Credit. The second component of reform would be
a dollar-for-dollar tax credit for contributions to private charities. Taxpayers could donate
up to 40 percent of their personal income tax payments, which is the share of total
individual income taxes that currently goes to federal means-tested welfare programs. To
the extent that a state’s taxpayers utilized such credits, the state’s welfare block grants
would be reduced by an equal amount. Thus the revenue loss from the tax credits would
be ;ffset completely by reduced federal welfare grants to the states, leaving no effect on the
deficit.

Block grants plus tax credits would give taxpayers the ultimate control over
welfare. If a state misspent its block grant funds, its taxpayers could shift the funds to the
private alternatives that work better. Healthy market competition between the state
programs and private charities would give state welfare bureaucracies a real incentive to
perform well in reducing poverty.

A mountain of evidence and experience indicates that private charities are far more
effective than public welfare bureaucracies. Instead of encouraging counterproductive
behavior, the best private charities use their aid to encourage self-improvement, self-
sufficiency and ultimate independence. The assistance of private charities may be
contingent on ending drug use and alcoholism, completing necessary education, taking
available work, avoiding out-of-wedlock births, maintaining families and other positive
behaviors. Private charities are also much better at getting aid promptly to those who need
it most and at getting the most benefit out of every dollar.

With the tax credit, private organizations would be able to compete on a level
playing field for welfare tax dollars. To the extent they convinced the taxpayers that they
were doing a better job than state bureaucracies, private charities, rather than government,
would be permitted to manage America’s war on poverty.

Public Sector Failures vs.
Private Sector Successes

Although volumes have been written about the failures of government welfare
programs, the academic and scholarly community has paid surprisingly little attention to
private sector charity. Yet the private sector is playing an the extremely important role:
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e In 1992, total charitable contributions reached $124 billion, with contributions
by individuals accounting for 82 percent ($101.83 billion) of that total.'

e More than 85 percent of adult Americans make some charitable contribution
each year.?

¢ About half the adult population did volunteer work in 1991, contributing more
than 20 billion hours of labor.’

e The dollar value of these contributions of time is at least $176 billion.*

e If the value of volunteer labor is included, private sector contributions to
charitable canses are approximately the same as the poverty budgets of federal,
state and local governments combined.®

In this section we contrast some of the best private charities with federal welfare
programs in termns of the characteristics of an ideal welfare system.

The Nature Of Charity: Entitlements vs. Gifts. Entitlement programs for
welfare are structured so that benefits are granted solely on the basis of personal
circumstances. Applicants do not have to give the reasons for their circumstances or
explain how they plan to change them in the future. They don’t even have to show a
willingness to change. In the AFDC program, for example, the requirements for eligibility
essentially amount to: (1) low income, (2) very few assets, (3) dependent children and (4)
no man in the household. Anyone satisfying these requirements is entitled to benefits.
And the word entitlement means “right” — benefits cannot be withdrawn simply because
recipients refuse to modify their behavior.

The philosophy of the private sector is quite different. The best private charities do
not view the giving of assistance as a “‘duty” or the receipt of assistance as a “right.”
Instead, they view charitable assistance as a tool recipients can use intelligently, not only to
gain relief but also to change behavior. For example, at many private charities the level of
assistance varies considerably from individual to individual. Private agencies usually
reserve the right to reduce assistance or withdraw it altogether if recipients do not make
behavioral changes.

Many private charities require that a caseworker and an aid recipient develop a plan
to move the recipient into self-sufficiency. For example:

s At Jessie’s House, a transitional home for the homeless in Hampton, Mass.,
shelter beyond one week is contingent upon positive evidence of individual
improvement.

o At the Dallas Salvation Army, aid varies according to the caseworker’s
evaluation of the recipient’s condition and record of behavioral improvement.’

Under entitlement programs, recipients and potential recipients of aid have full
freedom to exercise their preferences. In many cases, they choose poverty and, in effect,
present the rest of us with a welfare bill we are obligated to pay. Thus, the preferences of
public welfare recipients determine the behavior of those who pay the bills.

The philosophy of the private sector is quite different. In general, private agencies
allow those who pay the bills to set the standards and expect recipients to change their
behavior accordingly. In other words, recipients of private sector welfare must adjust their
behavior to the preferences of the rest of society, not the other way around.

If we accept the view that individuals should take responsibility for supporting
themselves and their families and that welfare assistance should be administered in a way
that encourages this behavior, it follows that the approach of our best private charities is far
superior to that of entitlement programs. Because individuals and individual circumstances
differ, it is only through hands-on management that we can give relief without encouraging
antisocial behavior.

Hands-on management includes the tailoring of aid to individual needs and
individual circumstances. Such support, counseling and follow-up is virtually unheard of
in federal welfare programs. Indeed, when public welfare recipients request counseling,
they frequently are referred to private sector agencies.

' Giving USA.: 1992 Annual Report, AAFRC Trust for Philanthropy, Inc., 1993, p.10.

* Taken from a 1983 Gallup Poll.

! Giving USA, p. 51.

* Ibid.

® Counts total spending on means-tested programs.

*U.S. Department of Health and Human Services, Helping the Homeless: A Resource Guide, 1984, p.
115,

" Interviews with Dallas Salvation Army social services program administrators and direciors.
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Getting Aid to Those Who Need It Most. A basic premise of the American
system is that government is the last resort. In other words, the role of government is to do
those socially desirable things that the private sector either will not or cannot do.

Ironically, in the field of social welfare this premise has been turned on its head. In
the early years of the War on Poverty, federal welfare programs were a social safety net —
to provide services the private sector, for one reason or another, did not. Now, it is
obvious that just the opposite is true — increasingly, the private sector is reaching people
whom government does not reach and offering essential services that government welfare
programs do not provide.

If a humane welfare system means anything at all, it means getting aid first to
people who need it most. One of the most astonishing and least-known facts about the
welfare state is how miserably it fails to achieve this goal. Consider that:®

e Only 41 percent of all poverty families receive food stamps; yet
28 percent of food-stamp families have incomes above the poverty level.

e Only 23 percent of all poverty families live in public housing or receive housing
subsidies; yet almost half of the families receiving housing benefits are not
poor.

e Only 40 percent of all poverty families are covered by Medicaid; yet 40 percent
of all Medicaid beneficiaries are not poor.

e Amazingly, 41 percent of all poverty families receive no tested benefit of
any kind from government; yet more than half of all families who do receive at
least one means-tested benefit are not poor.

Where do people in need tumn for help when they aren’t getting government
assistance? They tum to private charities.

¢ Ninety-four percent of all shelters for the homeless in the U.S. are operated by
churches, synagogues, secular groups and other voluntary organizations.’

e A study in Detroit found that 80 percent of low-income people, when faced with
a crisis, turned to neighborhood individuals and agencies rather than to
government agencies for help'®.

e Similar findings were reported in a study conducted by the University of
Southern California.''

Providing Relief Without Encouraging Dependency. A major issue in the
welfare-poverty industry is whether the recipient of aid should have to “do anything” in
order to continue receiving welfare benefits. Nowhere is the controversy more evident than
with respect to workfare.

Throughout the 1970s, there was a continuous political battle at the national level
over whether welfare should be tied to work. A fascinating account of the politics of the
battle was written by Lawrence M. Mead, who documented the lepgths to which the
welfare bureaucracy lobbied against any workfare requirements.'? It appeared the welfare
bureaucracy lost the battle when Congress passed the Work Incentive (WIN) program and
the Community Work Experience Program (CWEP). However, because it administers
these two programs, the bureaucracy that lost the battle won the war by finding few AFDC
recipients suitable for workfare and channeling those who were into training or school
rather than jobs.'’> As noted above, the 1988 Federal Family Support Act mandated that all
states create work-for-welfare programs. But like WIN and CWEP, this program did not
reduce the welfare rolls significantly.

* Bureau of the Census, Characteristics of Households and Persons Receiving Selected Noncash Benefits,
1983, (Washington, DC: U.S. Department of Commerce, 1985), Series P-60, No. 148, pp. 1-5 and p. 103.
°S. Anna Kondratas, “A Strategy for Helping America’s Homeless™ (Washington, DC: Heritage
Foundation, 1985), p. 10.

' See Robert Woodson, “The Importance of Neighborhood Organizations in Meeting Human Needs,” in
Jack A. Meyer, ¢d., Meeting Human Needs: Toward a New Public Philosophy (Washington, DC: American
Enterprise Institute, 1984), p. 136.

' 1bid.

' Lawrence M. Mead, Beyond Entitlement (New York: The Free Press, 1986).

" Thid, pp. 122, 125. For a summary of workfare programs in the 1980s, see S. Anna Kondratas, The
Political Economy of Work-For-Welfare (Washington, DC: American Legislative Exchange Council,
1986). Kond. gives these progr a mixed review and concludes that many of the favorable claims
made about certain workfare including that of M: h cannot be verified.
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Our best private charities see independence and self-sufficiency as a primary goal
for their “clients.” Often this goal is accomplished by either encouraging or requiring aid
recipients to contribute their labor to the agency itself.'*

Encouraging the Family Unit Rather Than Encouraging Its
Dissolution. The attitude toward family on the part of private sector charities usually
stands in stark contrast to the incentives built into federal programs.

* AFDC eligibility rules in nearly half of the states have not allowed families with
a employed father to receive assistance, regardless of how low the family
income is; also, in about half of the states, the family has been ineligible if the
father is present at all, regardless of employment.'*

s By contrast, at the Dallas Salvation Army shelter for battered and abused
women, the mothers of young children are required to either work with
professionals to repair their relationships with their husbands or to find
employment in order to continue receiving assistance.'®

Temporary vs. Long-Term Relief. A prevalent philosophy in the private
sector is that most people are fully capable of taking responsibility for their lives in the long
term, but that emergencies and crises occur for which help is both necessary and desirable.
As a consequence, private sector agencies make it surprisingly easy for recipients to obtain
emergency relief. It really is true that, in America, almost anybody can get a free lunch.

The near-universal characteristic of private sector charity is that it’s easy to get, but
hard to keep. Most government programs, by contrast, have the opposite characteristic: it’s
hard to get on welfare, but easy to stay there. In the public sector, there are often long
waiting times between applying for assistance and receiving aid. One study reported that:"’

o In Texas, the waiting period is typically two to three weeks for food stamps.

e For AFDC, the waiting period is typically a month after an applicant completes
the complicated and cumbersome application forms.

o The Dallas Salvation Army has had to hire a special staff to decipher public
welfare regulations and forms so they can refer people who come to them to the
proper public agencies.

Once accepted into the public welfare system, however, people find it relatively
easy to stay there for a long time:'?

o Of all women who receive welfare in any given year, about
60 percent receive welfare the next year.

e Among women receiving welfare for two consecutive years, about 70 percent
receive it a third year.

e Among women receiving welfare for four consecutive years, about 80 percent
receive it a fifth year.

Minimizing the Cost of Giving. There is considerable evidence that private
sector charity makes far more efficient use of resources than do public welfare programs.
Although temporary relief in the form of food or shelter is fairly easy to obtain from private
agencies, long-term assistance or assistance in the form of cash is far more difficult. For
example:'®

¢ Before the Dallas Salvation Army will provide cash to help people defray the
cost of rent, recipients must present a court-ordered eviction notice showing
failure to pay rent.

o Similarly, before that charity will give financial aid to defray the costs of
utilities, the recipient must present a notice of termination of service for failure
to pay utility bills,

" See Goodman and Suoup, “Privatizing the Welfare State.”
* Vee Burke, Cash and Noncash Benefits for Persons With Limited Income: Eligibility Rules, Recipient
and Expenditure Data, FY 1982-84, CRS Report for Congress #85-194 EPW (Washington, DC: Library of
Congj Congressional R h Service, 1985), p. 52; and Murray, “Welfare and the Family,” p. $232.
' Dallas Salvation Army interviews. Reported in Goodman and Stroup, “Privatizing the Welfare State.”
" Interviews with Texas Department of Human Services administrators and Dallas Salvation Army
personnel. Reported in Goodman and Stroup, “Privatizing the Welfare State.”
** Martin Rein and Lee Rainwater, “Patterns of Welfare Use,” Social Service Review, No. 52, pp.511-34,
T;g: )in G;esg Duncan, Years of Poverty, Years of Plenty (Ann Arbor, ML Institute for Social Research,

. p. 78.
*® Dallas Salvation Army interviews. Reported in Goodman and Stroup, “Privatizing the Welfare State.”
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Even when there is evidence of need, good private charities often seek to determine
whether the potential recipient has access to other, untapped sources of assistance. For
example:”°

e Before the Dallas Salvation Army will provide continuing assistance to an
individual, a caseworker informs the family — including in-laws — and
requests assistance from them first.

o. The caseworker also makes sure the individual applies for all other public and
private aid for which he or she is eligible.

Private sector agencies appear to be much more adept at avoiding unnecessary
spending that does not benefit the truly need ly and at keeping program costs down by
utilizing volunteer labor and donated goods.

Other Evidence of Efficiency. Private sector charitable activities are diverse
and widespread in cities and counties throughout the country. Our knowledge of these
activities is skimpy. However, as more research is done the evidence mounts that in area
after area the private sector outperforms government:

e Private fos(cr care agencies have shown they can outperform government
agencies.”?

e Private agencies engaged in job training for teenagers™ and for the mentally and
physically handicapped®* have shown they can outperform government
agencies.

* Public housing placed in the hands of tenants costs less and is of higher quality
than that owned and maintained by government.*

»  Private sector crime prevention programs,. * alcohol and drug abuse pmgrams
and neighborhood preservation programs®® also have proved to be superior to
public sector programs.

* Ibid.
¥ See examples in Goodman and Stroup, * “Privatizing the Welfare State.”
Z Robert Woodson, “Child Welfare Polxcy. in Meeting Human Needs, pp. 455-65.
 Sean Sullivan, “Youth Employment,” in Meeting Human Needs, pp. 215-57.
* V. Ruth McKinnon, Patricia W. Samors and Sean Sullivan, “Business Initiatives in the Private Sector,”
m Meeting Human Needs, pp. 53-91.

 “The Grass is Greener in Public Housing: From Tenant to Resident to Homeowner,” a report submitted
to the U.S. Department of Housing and Urban Development by the National Center for Neighborhood
Enterprise, October 1984,
* McKinnon, Samors and Sullivan, “Business Initiatives in the Private Sector,” in Meeting Human Needs,

53-91.

?'pAndrea M. Haines, V. Ruth McKinnon and Patricia W. Samors, “Social Service Programs in the Public
;nd Private Sectors,” in Meeting Human Needs, pp. 421-54.

Ibid.
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Chairman Staw. Thank you, Mr. Ferrara.

Ms. Dunn will inquire.

Ms. DUNN. Thank you very much, Mr. Chairman.

I wanted to ask a question of Ms. Young. Ms. Michelman ex-
pressed concern that if we do not continue to give welfare support
to unwed mothers who have additional children, that that will in-
crease the abortion rate. I wonder if you agree with that statement.

Ms. YOUNG. I disagree. I think we have to address the underly-
ing root cause of abortion. It is not because of money. That is emo-
tional blackmail to say that I am going to have an abortion, if you
do not pay for my children. What we have to address is the root
cause, and that is teen sexuality. Even Donna Shalala said recently
on PBS to the contrary. The problem in this country is not teen
pregnancy, it is teen sexuality. In addition, we need to encourage
marriage, because married women are nine times less likely to
have an abortion than single women.

Ms. DUNN. Thank you, Mr. Chairman.

Chairman SHAw. Mr. Rangel.

Mr. RANGEL. Ms. Young, in your studies, did you find any rela-
tionship between poverty and out-of-wedlock kids in the work that
you were doing?

Ms. YOUNG. I am sorry, I did not hear.

Mr. RANGEL. In your work, did you find any relationship between
poverty and teenage pregnancy?

Ms. YOUNG. In my experience of working in the city of Washing-
ton, I have found many cases where in-poverty children are feeling
very hopeless and sort of trapped in the system and do not nec-
essarily know any better and often do become pregnant outside of
wedlock.

Mr. RANGEL. Also, was there any relationship between lack of a
high school education or any employable skills?

Ms. YOUNG. I would say ignorance plays a part in it.

Mr. RANGEL. Ignorance, but lack of training is the same thing,
unemployability.

Ms. YOUNG. The cause of lack of training, would be their early
sexuality and their becoming pregnant and not being able to attain
that type of training.

Mr. RANGEL. Let me put it another way. With those youngsters
that have completed school and were working, did you find the
same degree of lack of training or did you find a problem among
them?

Ms. YOUNG. As high?

Mr. RANGEL. As high.

Ms. YOUNG. Not necessarily. I think that

Mr. RANGEL. Could you agree that education and employable
skills is a deterrent to the problem of teenage pregnancy?

Ms. YOUNG. I would say that discouraging early teen sexuality
and encouraging marriage is the main deterrent.

Mr. RANGEL. How do you discourage sexuality? That is some-
thing God gives you, sexuality.

Ms. YOUNG. Well, you cannot do that, Congressman, you are gov-
ernment, but private individuals can—I work with these inner-city
teens, and that is exactly what I do.
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Mr. RANGEL. Don’t you think someone who is going to school and
working, that sexuality is not as important as it 1s in achieving
their goals?

Ms. YOUNG. Their goals, the children I work with have beautiful
dreams. They dream of being attorneys and teachers and
Congresspeople. In order to achieve those dreams, there is a cer-
tain price you have to pay, and often that is not becoming involved
in teen sexuality and——

Mr. RANGEL. Are you saying that teen sexuality is preventing
education? I was thinking that lack of education and lack of hope
and lack of dreams was encouraging

Ms. YOUNG. Not necessarily, no. How can a child go to college,
whe(:ln it becomes sexually active early in life and has a child al-
ready?

Mr. RANGEL. You find the same traits of sexuality among edu-
cated children as you find among uneducated?

Ms. YouNG. I work with inner-city teens. I do not work with
older children. I can give you my experience in working with inner-
city

Mr. RANGEL. There are educated kids in the inner cities, and you
must have seen them. Do you find them among the groups that you
work with?

Ms. YOUNG. I am sorry, what was your question again?

Mr. RANGEL. With the children that you work with, the teen-
agers that have given birth to children, have you found many of
these people working or having been in college or having dreams
of becoming something?

Ms. YOUNG. I am sure that these children do, but welfare pro-
motes these problems. It does not help these problems. What we
are talking about is discouraging illegitimacy which takes away
these children’s dreams.

Mr. RANGEL. The welfare is taking away the kids' dreams and
sexuality is taking away their

Ms. YOUNG. The welfare class is taking away the children’s
dreams.

Mr. RANGEL. Welfare is taking away their dreams to achieve——

Ms. YOUNG. Exactly.

Mr. RANGEL [continuing]. And the sexuality is taking away from
their education?

Ms. YOUNG. Absolutely.

Mr. RANGEL. Thank you for your contribution.

Thank you, Mr. Chairman.

Chairman SHAW. Thank you, Mr. Rangel.

Mr. English.

Mr. ENGLISH. Thank you, Mr. Chairman.

Mr. Ferrara, I wonder if you could amplify on your thinking on
the advantages of block grants. My understanding from your testi-
mony is that you feel that by moving from entitlements to block
grants, States would be able to dramatically reduce administrative
overhead and, therefore, deliver perhaps better welfare services at
a lower cost. What are the best examples of that from your own ex-
perience? Is it fair to say that you do not associate aggregate levels
of spending in programs with the quality of assistance received by
people or its effect on their lives?
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Mr. FERRARA. Well, the main reason for the block grants is that
the current system needs to be completely redesigned. So you give
a block grant to the Governors and the States and say here is a
clean slate, we are not going to tell you how to do it any more, here
is the Federal funding, create a new system from the ground up.

Now, I have a lot of ideas as to what that new system should
look like. As I suggested in my testimony, I think the best ap-
proach would be to end all entitlements. You can offer people work,
and if they come to a certain place you assure them they will be
able to work. If you cannot find something in the private sector,
you will have them work at something else. This kind of system
would change all the incentives, because you no longer are reward-
ing people for having children out of wedlock, you are no longer pe-
nalizing them if they get married, you are no longer rewarding
them for not working. The subsidies are only tied to work.

The key problem here is the incentives. The current system has
all the wrong incentives and you see the results in the track record.
I can cite you chapter and verse the statistics, dramatic decline in
work among the lower income groups, dramatic increase in illegit-
imacy and family breakup. So you look at the incentives leading to
that and then you see the results leading to that. The whole system
needs to be completely redone.

In addition, you need block grants because Washington does not
have the answer to this, and the answers need to be tried in the
communities all across the country. There is not one uniform rule
here that applies everywhere. Different approaches need to be tried
in different areas. Also, when you put it out in the grassroots, it
will be the real Americans that will influence the policy that is
done. If you do it in Washington, it will be the liberal special inter-
est groups that will ultimately dictate what will be done, along
their long-time allies in the bureaucracy.

One of the wisest men in this area is Robert Carlson who did
Ronald Reagan’s welfare policy for many years. He has a 3-page
block grant proposal where the block grants come out of the Treas-
ury Department, so that the regulation writers in the bureaucracy
cannot pervert what is being done, and so this can truly be sent
back to the States with minimal requirements.

So those are the reasons, and there are examples. In Oregon,
they are introducing this kind of work plan that I described. In
Utah, they have had this work plan in effect for a portion of the
population and decreased the rolls by 90 percent. We should make
sure that in our block grants we allow this kind of option to occur
where they can actually offer people work, instead of welfare. It
may be some mothers with children do not want to go to work.
That is fine. They can have other alternatives. They can marry
somebody who works. They can make other arrangements. But this
provides a safety net based on work, and I think there are many
approaches along these lines that can be tried.

You mentioned another advantage, of course, which is a reduc-
tion in administrative costs, but that is just one small part. The
bigger part is the opportunity to change all the incentives and
change the results.

Mr. ENGLISH. So your feeling is that we can provide the States
with maximum flexibility and you have a high degree of confidence
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that the States will still provide the safety net to our poorest citi-
zens, while changing the design of the system to encourage more
responsible behavior and a reduction in behavioral poverty?

Mr. FERRARA. Yes, I do, Congressman. The reason I do 1s because
in those States the same people that elect Congressmen and Sen-
ators and Presidents are the ones electing the Governors and the
State legislators, and the State officials are answerable to the same
electorate that the Federal officials are.

I do not understand this notion that somehow the wisdom only
resides in Washington and the democratic process cannot be trust-
ed in some States in this country, which is an incredibly elitist atti-
tude and is thoroughly wrong. If the people in those States can be
trusted to vote for Senators and Congressmen and Presidents, they
can be trusted to vote for Governors and State legislators that will
fulfill their responsibilities.

Mr. ENGLISH. Thank you, Mr. Ferrara. As someone who has had
a career in State government, I must say I do not understand the
attitude, either. I appreciate your testimony.

Thank you, Mr. Chairman.

Chairman SHAW. Mr. McCrery will inquire.

Mr. McCRERY. Thank you, Mr. Chairman.

Ms. Young, it was an interesting exchange you had with Mr.
Rangel, and I just want to give you the benefit of some data that
you may want to use in the future when you have that kind of ex-
change.

As a matter of fact, for single women never having been married,
the average stay on AFDC is 9.33 years. For every other category,
it is about 50 percent of that. The separated category is about two-
thirds of that. The really stark difference, though, and the one that
is the most alarming I think is the percentage of these categories
who will have AFDC spells of 10 years or more. Nearly 40 percent
of single women who have never been married have spells on
AFDC of 10 years or more, compared with 13.7 percent of those
who have been divorced, and 10 percent of those who are widowed.

There is a clear relationship to the incidence of poverty and de-
pendency with women who have never been married and who have
illegitimate children. This comes from the “Green Book.” Of course,
we all rely on that. We know that those statistics are accurate.

So I think that your contention is absolutely correct that the em-
phasis ought to be on preventing teen pregnancies, on encouraging
young women not to have babies out of wedlock, and that is part
of what this hearing is all about and this effort to reform the pro-
grams that are clearly a disaster, Mr. Liederman. You were very
emotional in your testimony, but, my goodness, can you not get
emotional about the disastrous effects of the programs that you
have been espousing for years and years and years?

Surely you would not promote a continuation of the status quo.
So I am hopeful that we can work together to bring about serious
reform that brings about some improvements in the lives of people
in this country.

Ms. Young, in your testimony you stated that your organization
supports the family cap, but you did not talk about the provision
in the Contract proposal that would deny benefits to young women
under the age of 18 or AFDC cash benefits and housing subsidies



865

t;; ygung women under the age of 18. Do you have a position on
that?

Ms. YOUNG. Yes, we absolutely feel that these women would be
better served to remain in their current homes and to not be en-
couraged to move out on their own. More money is not going to
help the situation, but accountability will and I would encourage
that to also remain in the bill.

Mr. MCCRERY. So you agree with the provision that would deny
cash benefits and housing subsidies to women under the age of 18?

Ms. YOUNG. I do.

Mr. McCRERY. Thank you.

Just one other observation, Mr. Chairman, and that is that much
of the data that we hear from advocacy groups as to the results like
Mr. Johnson's figures on how much Florida would have lost and all
this, that is fine and well, but it is all based on worse than a static
analysis. It is based on the numbers of people on welfare and chil-
dren on welfare in years past. What we are talking about is chang-
ing the incentives in these programs to reduce the number of peo-
ple on those programs, so that those numbers you cite really have
little relevance as far as where we are trying to go. We are trying
to change those numbers, and that is what this is all about.

Mr. JOHNSON. Congressman, if I may respond for a moment, the
numbers are intended to show several things. The most important
thing is that, in times of recession when unemployment rises and
caseloads inevitably rise, the expenditures that are required from
States to meet the basic needs of families and children inexorably
rise, and that you need to have a financing structure in place that
envisions that.

We will see another recession in this country, there is no ques-
tion. We are now in a pretty good position in terms of our Nation’s
economic health. Unemployment is relatively low. Those caseloads
will rise. The rise in caseloads and the rise in expenditures are not
a reflection of behavioral changes during this period. They are a re-
flection of changes of economic circumstances.

Mr. McCRERY. You are exactly correct. We do have recessions
and we will have another recession.

Mr. JOHNSON. We will.

Mr. MCCRERY. And if you will check the record, you will see that
discretionary programs at the Federal level have risen in times of
recession. We have responded to those and we will continue to do
so. There is no question about that.

So that reinforces my point that all these numbers you throw out
to scare people have little relevance to the real world. I appreciate
your advocacy, but I wish that we would be a little less emotional
with these numbers when we talk about where we go from here,
how do we move forward.

Mr. LIEDERMAN. Mr. McCrery, can I respond?

Mr. McCRERY. Surely.

Mr. LIEDERMAN. I do not think there is any disagreement. I am
sure everybody in this room does not believe that 15-year-olds
serve themselves by getting pregnant or 16-year-olds by getting
pregnant. We totally agree that that is not a good idea and it
would be better if they did not.
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Unfortunately, we cannot control everybody’s lives. The question
what happens when someone does get pregnant and what course
do we then take to try to move the person into the mainstream of
the population, to try to make sure that the child has the same
chance you want for your children or my children.

What you are suggesting and what my friend here to the right
actually is suggesting is that what we should do to change the be-
havior is to withhold money. Somehow this notion of withholding
money

Mr. McCRERY. Mr. Liederman, I agree with that.

Mr. LIEDERMAN. Let me just suggest to you that there is no evi-
dence at all to suggest that withholding money will change the be-
havior, none, zero. You are going to go down the road of allowing
States to enact proposals which withhold money in the name of
changing behavior, without any idea, without any impact studies,
without any sense of outcome measures, and it would be at least
useful to let—you know, if one State is going to try it, at least let
us look at it for 2 or 3 years and see whether or not your propo-
sition is correct. Maybe 1t is. I doubt that it is. But if it is, let us
see it.

Let me just say something, too, about this notion of the block
grants, because——

Mr. McCRERY. Mr. Liederman, my time is just about up, as you
can see by the amber light there, and I just want to get a chance
to respond quickly. That is what part of this is all about, giving the
States a chance to act as laboratories.

Mr. LIEDERMAN. But not across the board for 10 million kids, Mr.
McCrery.

Mr. McCRERY. Mr. Liederman, as I pointed out earlier, the cur-
rent program is a disaster. It is hurting kids all the time.

Mr. LIEDERMAN. I agree.

Mr. McCRERY. It is part of the reason for the disastrous cir-
cumstances that some kids in this country live in. We are trying
to change that, and one way we think will work is to change the
incentives in the system. That is what we are trying to do. You are
right, we have got to try it and we are going to try it. We are not
going to be brain dead, though, after we enact this program. Some
of us will still be up here talking about this and looking at the out-
comes, and if it is a disaster, we can revisit that. But let us give
the States a chance to try these approaches and get some experi-
ence.

Mr. LIEDERMAN. It is easy for us to say, Mr. McCrery, that——

Chairman SHAW. Your time is expired, Mr. McCrery.

Mrs. Kennelly.

Mrs. KENNELLY. Thank you, Mr. Chairman.

Mr. Ferrara, where is your National Center for Policy Analysis?

Mr. FERRARA. The headquarters is in Dallas, and we have an of-
fice in Washington.

Mrs. KENNELLY. And do you work out of the Washington office?

Mr. FERRARA. Yes, I do.

Mrs. KENNELLY. How long?

Mr. FERRARA. How long?

Mrs. KENNELLY. Yes.

Mr. FERRARA. I have been there about 1 year.
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Mrs. KENNELLY. And you were in Dallas before that?

Mr. FERRARA. No. No, before that I worked at the Heritage Foun-
dation, and before that I worked in the Bush administration at the
Justice Department. I was Associate Deputy Attorney General.

Mrs. KENNELLY. In Washington?

Mr. FERRARA. Yes, in Washington. I worked here before that, yes,
I did. I live in Virginia, however.

Mrs. KENNELLY. Pardon?

Mr. FERRARA. I live in Virginia, however.

Mrs. KENNELLY. You are just so knowledgeable about what they
think out there, and I just wondered if you were out there, but I
guess you are here. I did not know about the National Center for
Policy Analysis. ~— - 7

One of the premises evidently of the Personal Responsibility Act,
as I sit and listen to the hearings, is that young mothers have chil-
dren to get a check, and yet we have had some very well thought
of witnesses that say there is no correlation, that often the young
mother has an unintended pre, cy, as has happened since the
world began, or the young mother has very low self-esteem, doing
very poorly in school—there is that risk—and gets pregnant, and
they just are not thinking about the check.

I have been convinced that there is not a correlation between the
check, but other people, as Ms. Young has said, think there is. So
if there is any correlation, for those who think there is, is there not
a fear that there will be increased abortions as a result of dis-
continuing the check, or is that something I should not assume will
happen? 1 would like to hear the two experts on this, Ms.
Micﬁelman and Ms. Young.

M)r. FERRARA. I am sorry, were you asking me that question or
not?

Mrs. KENNELLY. I would love to ask you that question.

Mr. FERRARA. You see, I think the key is that——

Mrs. KENNELLY. You are so sure of yourself. This is the worst sit-
uation I have ever been involved in. It is so hard. If it was easy,
we would have done it. I love it, because you are so sure of your-
self, so it makes me feel good.

Mr. FERRARA. The key is that these are not unintended preg-
nancies. As you said, that has been an issue from time immemo-
rial, but we have in many communities 80 percent illegitimacy
rates, so something else is going on today that was not going on
40 years ago. What is going on today is that this vast $350 billion
we are talking about——

Mrs. KENNELLY. There were not unintended pregnancies 40
years ago?

Mr. FERRARA. No, there is something different. There was not an
80-percent illegitimacy rate 40 years ago, that is what I am trying
to tell you. So when you have an 80-percent illegitimacy rate in
some of these communities, it is not just unintended pregnancies.
We have had unintended pregnancies since time immemorial, but
we did not have 40 years ago an 80-percent illegitimacy rate.

So something else is going on, and what is going on is this $350
billion that you are parachuting into these communities that is cre-
ating the life support system that allows them to pursue this activ-
ity, knowing that they will be supported in it. If they knew this



868

support was not going to be there, and that someone was going to
have to go to work to support the child, and that they could not
marry Uncle Sam, that they would have to either have a father to
support that child or they would have to support the child them-
selves, that would change the whole cultural environment and out-
look in these communities where the whole idea of marriage has
been obliterated.

Mrs. KENNELLY. So putting it back in a block grant is going to
solve all these problems?

Mr. FERRARA. You see, if you do a block grant, that allows new
solutions to be tried, and I suggested some of the new solutions,
such as offering people work instead of welfare, where you are no
longer giving people money for having a child out of wedlock, where
you are no longer giving people money for not working. You only
give money for work, so you change all the incentives.

Mrs. KENNELLY. Is there any offer of any day care there or any
job training or any going back for further schooling?

Mr. FERRARA. Well, the day care can be offered as part of the
package. It can be done at the State level. The Governors can take
the funds and some of the mothers who show up for work can be
put to work in a day care center watching the children of some of
the other mothers. They will not necessarily all go to work. Many
of them may get married to someone who works, realizing now I
either have to work to support the child or I need to find someone
to marry who can help support the family. Or many of them may
not have the children in the first place, knowing that in this new
system, this new environment, if they have the child, they are
going to have to go to work or somebody is going to have to go to
work to support the child.

Mrs. KENNELLY. Thank you, Mr. Ferrara.

Mr. Chairman, could I hear from Ms. Young and Ms. Michelman
on the correlation between the check and——

Chairman SHAW. Very briefly, because we are enforcing the 5-
minute rule.

Ms. MICHELMAN. It is an important question. The assumption is
absolutely incorrect that young women, teenage women get preg-
nant because they know they have welfare payments out there. I
am just amazed, as I listen to this discussion and the discussions
in the past days, that all the ills of society are being blamed on the
welfare system, and that women, of course, and their behavior is
priﬁlarily responsible for the failure of families to be whole and
well.

Clearly, the system has to be reformed. Clearly, young women
who get pregnant, it is not a healthy situation. But these are very
complicated problems that are not going to be solved by taking
away support from children who are in poverty and women who are
in need. The goal should be to elevate the——

Chairman SHAW. I am sorry, I am going to have to cut this off.

Ms. MICHELMAN. I just want to say, Mr. Chairman, if I may—
I have not said one word this whole time, but I think our goals as
a Nation should be——

Chairman SHAW. Please, Ms. Michelman, this is the time of the
Members to inquire.

Ms. MICHELMAN. Thank you.
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Mrs. KENNELLY. Could I just put one fact on the record?

Chairman SHAW. I will give you 1 minute.

Mrs. KENNELLY. All right, I will do it in 1 minute. I have data
here from the National Center for Health Statistics and it indicates
that 85 percent of teen births were unintended in 1988, and I
would just like to put that on the record.

Chairman SHAW. Mr. Nussle.

Mr. NussLE. Thank you, Mr. Chairman.

It is so frustrating to hear all of the arguments about statistics
back and forth, the same statistics used to prove the same facts.
Regardless of all the studies and the facts and all of the so-called
evidence that is out there, I think we all agree, as Mr. Liederman
pointed out, that there is a system that is broken here, and we
have got to fix it. That is the bottom line.

I am not convinced that there is a direct provable evidentiary
correlation between welfare payments and illegitimacy, that some-
body consciously decides that they are going to go out and get preg-
nant just because they know there is a check. However, I think
that most thinking people also would suggest that the culture that
is created by welfare has also established a culture where illegit-
imacy is acceptable and it becomes part of the norm and part of
the culture.

All of you, even though there is obviously disagreement about
block grants and certainly a lot of very inflammatory statements
about people’s intentions, I would submit to you that I do not be-
lieve that there is any incorrect intentions here. Everybody’s inten-
tions are to help kids. I just do not believe that there is somebody
up here trying to write a bill that is going to hurt children. I just
do not believe that. Whether it is a block grant or whether it is a
Republican proposal or a Democrat proposal, I just do not believe
that. I would not serve in this place, unless I thought we were all
here to try and meet the same goal.

So I get tired of, you know, we are going to take food out of chil-
dren’s mouths and this is obviously going to destroy children. Cer-
tainly, that is not what we want to do. I have a 6-year-old daughter
and a 4-year-old son and I am not interested in destroying any chil-
dren, and there is nobody up here that is.

However, I do get a little bit frustrated that, even though it is
easy to attack proposals that are on the table, there are very few
counterproposals, except just let us keep the same system and tin-
ker with it a little bit. That is what is frustrating to me.

Yes, we are putting a proposal on the table that says we want
help, we do not believe all of the information and all of the intellect
resides in Washington, DC, we want to branch out to 50 labora-
tories, because we believe this is such a big problem and that the
problem is different in Iowa as it is in California or different in
Manchester, Iowa, as opposed to Chicago, Illinois, that we think
that one size cannot possibly fit all, and we want to encourage
States to do what they can to come up with the nuts and the bolts
to fix the problem, with the unified goal and vision that we want
to help people break the bonds of poverty and break the bonds of
illegitimacy and break this culture that has been around here for
too darn long that has caused these problems to escalate from the
very time when we thought it was such a big crisis in the first
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place, to a time now, as Bill Bennett said the other day, that if it
was a crisis back in the sixties, what would you call it today with
the statistics that everybody uses.

So I appreciate your testimony, but I guess my challenge would
be that if you are going to come here and suggest that we are try-
ing to do something wrong, then I submit to you I cannot do that.

Mr. LiIEDERMAN. Could I respond?

Mr. NUSSLE. Let me finish. I can do that. But I would hope that
we should not just tinker with the current system, because we have
tried that. And I would hope that we would try and be a little bit
more bold.

I mean there is a correlation between the culture and the statis-
tics. There has to be. There cannot be any other explanation, in my
mind.

I would be happy to hear your response, Mr. Liederman.

Mr. LIEDERMAN. There are a lot of proposals that people have
suggested, but the reality is that, if you believe the HHS statistics
that 70 percent of moms who go on AFDC come off by themselves
within 2 years, half of them who go on come off by themselves
within 1 year, 70 percent come off within 2 years, which means
that 70 percent of the moms who go on AFDC are highly motivated
to come off AFDC by themselves. No one had a 2-year cap, no one
beat them over the head, no one took money away. They just come
off themselves.

The problem, as you and I know, is they come back on and they
come back on because they lose their health care, the job they took
was a low-paying job and they could not support the family, they
could not get child care where and when they need it, or their life
came apart.

But if we know that we have got 7 out of 10 of the moms who
go on AFDC that is a highly motivated group, an absolutely highly
motivated group that is saying to us by their actions that they do
not want to be on welfare because it ain’t what it is cracked up to
be, they want to be off of welfare, then why do we not take the lim-
ited resources that we have and concentrate on that highly moti-
vated group of people and help them to permanently stay off of
public assistance, keep their health insurance, have income dis-
regards so that they have enough money to raise their kids, make
sure they have child care where and when they need it, give them
the tools to stay off of welfare permanently. That begins to be a
plan that makes sense, and you could implement that plan and
that plan would be child friendly. A lot of the suggestions that are
being made by Governors around this country just do not accom-
plish any of that.

I want to correct the record, Mr. Chairman, because [ said the
poverty rate in Wisconsin was up 60 percent. It is not. It is the
child poverty rate, children between ages of 5 and 17. The child
poverty rate is up, while the dollars have been reduced in public
assistance.

Chairman SHAW. I am going to have to interrupt you right there,
because the time of the gentleman has expired.

Mr. LIEDERMAN. Thank you.

Chairman SHAW. Mr. Ford will inquire.

Mr. FORD. Thank you, Mr. Chairman.
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Mr. Liederman, the Personal Responsibility Act suggests that the
child of a teenage mother who is born out of wedlock, should not
be eligible for cash benefits under the AFDC Program. Do you sup-
port that theory under the Personal Responsibility Act?

Mr. LIEDERMAN. Absolutely not, Mr. Ford. As I testified, there is
no relationship between the holding back of money and the modify-
ing of young women’s behavior. When I hear my

Mr. Forp. How do we address that problem? We know that there
are problems in this area. We do not want to suggest for 1 minute
that a teen pregnancy would call for that teen moving out of the
house and establishing their own home and

Mr. LIEDERMAN. No, we do not want that to happen.

Mr. FOrD [continuing]. Cash benefits, food stamps and housing
assistance.

Mr. LIEDERMAN. Right. We do not want young women 16 years
old establishing their own household. It would not make any sense
at all. They should live with their family wherever it is possible.

But let me just give you one statistic. Among our member agen-
cies are the Crittenden Programs which are services to teen moms,
and they serve the teen moms and the children. We did a quick
study:

Mr. FORD. Is it sort of a group home setting?

Mr. LIEDERMAN. They are group home settings. We did a quick
study of 17 of the agencies serving 1,000 kids, and we found that
half the kids said they could not go back to their own home for fear
of further sexual or physical abuse. Almost all of the kids that
come to our programs have been physically or sexually abused. So
you have to be careful when you talk about this notion of staying
with the family. Where it is possible to stay with the family, the
young woman should be with the family. That would be the best
place.

But do not take away the cash benefit. I heard Senator Gramm
the other day—do not take away the cash benefit.

Mr. FORD. Should we enter into some type of contract with the
baby’s grandmother assuming that the mother and the child stay
in the home of the baby’s grandmother?

Mr. LIEDERMAN. Where it is safe to do that.

Mr. FORD. Maybe we pass the cash benefit on to the grand-
mother, rather than the mother, enter into some type of contract
with the grandmother and the mother in reference to the mother
of the child going back to school, graduating from high school until
such time she would receive a degree or something and——

Mr. LIEDERMAN. You are on the right track. We want the young
woman to finish high school. That is the first order of business. 1
would hope she would go on and get further education. We want
her to get part-time job experience so she gets good work experi-
ence and begins to develop some good self-esteem.

My friend here talked about self-esteem. It is absolutely critical
that young people develop good self-esteem, have a sense of where
they are going in life. If we can help them to do that, they are not
going to have more children.

Mr. ForD. What if we deny the mother the cash benefits and
pass it on to the grandmother to make sure that the mother——
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Mr. LIEDERMAN. I think it is important, Congressman Ford, to
teach the young mom responsibility. We are talking about assum-
ing responsibility:

Mr. ForRD. We want her to go back to school.

Mr. LIEDERMAN. Sure.

Mr. FORD [continuing]. To go back to school and finish. She is
under the supervision of her mother, pass the cash benefits on to
her mother, rather than trying to teach this young mother who is
15 or 16 years old these responsibilities.

Mr. LIEDERMAN. The likelihood is that it is an academic argu-
ment, because the likelihood that the money is going into the
household, so whether you target it to the grandmother or you tar-
get it to the mother, the money is going into the household and it
is going to be used to take care of basic needs.

We are not talking about a lot of money here. We are talking
about a pittance. [ mean this is a small amount of money. But, as
Senator Gramm said, he does not understand how families can
raise children on the amount of money that they have in middle-
class families, let alone poor families.

Mr. Forp. Ms. Young, can I get you to respond to that latter part
about the cash payments, if there were cash payments to be made
to the 15- or 16-year-old, that it would be passed through to her
mother, which would be the grandmother of the kid?

Ms. YOUNG. First, I think we need to get away from the idea that
government is the one that is responsible for raising these children.
It is not. We first have to bring some responsibility for the fathers,
and I have not heard very much talk about paternity establish-
ment.

Mr. Forp. I am in support of that, totally in support of that, but
that is not my question, Ms. Young.

Ms. YOUNG. Often you will find in these cases—and I can give
you some more supporting documentation on this later—often these
fathers of the teenage girls are older, not necessarily minors them-
selves, and they should be held absolutely financially responsible.
That is the first thing.

Mr. FoRD. I am in agreement with that.

Ms. YOUNG. The second line of defense is the block grants to the
States can better meet these needs on a State level than on the
Federal level. We failed. We have failed. We have got to try some-
thing different, where there is better accountability and where we
can do a better job of keeping track. These girls can stay in the
home, and if there is abuse in the home, then the——

Mr. FORD. I am sorry, Ms. Young, but my time is expired.

Thank you, Mr. Chairman.

Chairman SHAW. Mr. Levin will inquire.

Mr. LEVIN. Thank you very much.

Mr. Ferrara, let me just ask you about the block grant idea. I am
in favor of much, much more State flexibility, but there is the issue
of block grants versus some version of the President’s entitlement
system.

What happens if we block grant and we just stabilize it at a cer-
tain level? What happens in times of recession? Right now, there
is a system both for AFDC and also for food stamps and others,




873

and the changes from year to year can be rather dramatic. What
do we do about that?

Mr. FERRARA. First of all, the Congress would have the ability to
increase the block grant in times of recession, if they thought that
was desirable. The State governments could add additional funds
in times of recession, if they thought that was desirable. Also, in
my view, if they do this right, I think that the dependency popu-
lation will be reduced so much with the changes in incentives, that
that is really not a central concern. I think if this is done right,
you will not need anywhere near the current level of funds.

Mr. LEVIN. And you think that is true for food stamps?

Mr. FERRARA. Yes. When I am talking about current level of
funds, I am counting all the programs, AFDC, food stamps, public
housing, Medicaid, all the funds in the programs that add up to
that $350 billion I mentioned before.

Mr. LEVIN. You have seen the data about the increases in food
stamps, for example, during periods of recession. Many of the fami-
lies that go onto food stamps are working families, are not people
on welfare. What you are saying is either there will be an emer-
%ency '?ppropriation by the Federal Government or leave it to the

tates?

Mr. FERRARA. Both the Federal and State government would
have that capability during a recession. You appropriate these
things from year to year, and the block grant will come under dis-
cretionary appropriations. As one of the other Members indicated,
you have a history of increasing those appropriations during times
of recession and you would be perfectly able to increase the block
grant, if that would be necessary during a recession.

Mr. LEVIN. Wait 1 minute. During recessions, you take the reces-
sion in the early eighties, the States that were hard hit had budget
deficits. Now, tell me how States that go into deficit are going to
be able to pick up the increased costs of food stamps for working
families.

Mr. FERRARA. Congressman, if you had a situation like 1982
again and you thought there were many States that were not able
to respond to the problem, you would be able in Congress to in-
crease the block grants to those States, so you could address the
problem perfectly well in the block grant system.

Mr. LEVIN. Remember there were deficits in the U.S. Govern-
ment, too. So you are saying that, for all of the safety net, what
we should do is to withdraw any consideration of an automatic in-
crease in times of greater need and leave it to the Federal Govern-
menrt) and to the States across the board, food stamps, AFDC, what-
ever?

Mr. FERRARA, Exactly, Congressman. How can you have an auto-
matic increase? It may not be justified all the time. I think Con-
gress needs to look at it on a case-by-case basis.

Mr. LEvIN. I think we need to look at it, but I think we ought
to understand for working families what the potential implications
are.

Let me ask you also about charities. We have had some testi-
mony from charitable organizations here about their ability to pick
up the slack and a number of them, including the religious char-
ities, say that they do not simply have that capacity, that simply
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to say to the charities you pick up the gaps is not realistic. Your
response to that is?

Mr. FERRARA. Congressman, under our proposal they would have
access to more funds, because they would be able to get—what I
proposed in addition to the block grants was a tax credit for private
contributors and those funds would come out of the block grants,
so the private charities would be able to compete for the block
grant funds and, where they were doing a better job, the taxpayers
would be able to shift the funds to those groups, so they would
have new resources.

We show in one of our studies that in fact it is the private sector
charities that get there first. If you have an ideal system, what you
want is a system that gets people charitable assistance quickly, but
it is hard to get it for a long period of time, and that is exactly
what you have in the private charities. They are the ones where
you get immediate assistance today, if you need it.

The Federal approach is exactly wrong. It is hard to get on right
away, but then, once you are on, you have millions of people who
stay on for years and years.

Mr. LEVIN. My time is up, but I think it would be interesting to
hear from the charities whether they support your proposal.

Mr. FERRARA. Many do, sir, and Congressmen Kolbe and
Knollenberg introduced it earlier this week in legislation.

Chairman SHAW. The time of the gentleman has expired.

Mr. Levin, there is an interesting food stamp expenditure that is
going on. I notice when you brought up the recession, there seems
to be a lag time here between 1981 and 1982. The expenditure on
food stamps actually dropped. There was a sizable increase in 1983,
but that shows that there is a lag time in which the Congress can
react. That is contained in the——

Mr. JOHNSON. Mr. Chairman, if I could just clarify. In 1981, you
may recall there were a series of food stamp cuts that were passed
by Congress at the initiative of President Reagan, and that is why
you would see the drop between 1981 and 1982.

Chairman SHAW. It went from $11.8 to $11.6 billion.

Mr. JOHNSON. That is right.

Chairman SHAw. Was there an increase then in 1983?

Mr. JOHNSON. Yes, I suspect there was. What I am suggest-
ing:

Chairman SHaAW. Let me ask a question. Was it a congressional
increase? The law did not change then.

Mr. JoHNSON. The law changed in 1981, Mr. Chairman, and it
reduced eligibility for food stamps.

Chairman SHAW. It changed in 1981 and it dropped substantially
from 1981 to 1982. Then the law did not change between 1982 and
1983, and there was a substantial increase.

Mr. LEVIN. Would the Chairman yield?

Chairman SHAW. I think what is shown there is that there is a
reaction time.

Yes, I would be glad to yield.

Mr. LEVIN. Mr. Chairman, I think what those figures show is
that the drop that occurred from 1981 to 1982 was because of the
change in the food stamp law which diminished the eligibility
groupings for food stamps. But despite that narrowing of eligibility,
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because of the recession in 1983, there was a substantial increase
in the number of families using food stamps. If Michigan is any ex-
perience, a lot of that increase came from working families that
needed food stamp help because they were laid off through no fault
of their own.

Chairman SHAw. I understand that. Reclaiming my time, the
only point I am trying to make is that there is a lag time in the
figure even under existing law.

I would like to thank this panel. I think all the Members have
inquired now.

I would now like to call up the third panel. We have Darryll
Grubbs, president of the Child Support Council; Roberta Spalter-
Roth, director of research, Institute for Women’s Policy Research;
Diana Pearce, director of Wider Opportunities for Women; Hon.
Arthur Flemming, who is chair of Save Our Security Coalition,
former Secretary of Health, Education and Welfare; and Hon.
Randy Johnson, who is a county commissioner in Hennepin, Min-
nesota, and third vice president of the National Association of
Counties.

Mr. Grubbs, if you would proceed. I have all of your written
statements which are being made a part of the permanent record.
You may feel free to summarize or proceed as you wish.

STATEMENT OF DARRYLL W. GRUBBS, PRESIDENT, CHILD
SUPPORT COUNCIL

Mr. GrUBBS. Thank you, Mr. Chairman. Chairman Shaw and
Members of the Human Resources Committee, it is a pleasure to
be here today.

I am Darryll Grubbs, president of the Child Support Council. We
are a nonprofit, nonpartisan organization whose primary goal is to
improve child support enforcement and establishment through a
strengthened public/private sector partnership. You usually do not
get to hear very much about the private sector as being part of the
solution to the child support problem, but this is in fact going on
throughout the United States and is a relatively recent phenome-
non.

In fact, in many areas the private sector is leading the way to
improving child support enforcement. Furthermore, private compa-
nies today are actually running and operating a number of State
and local title IV-D child support enforcement programs through-
out the United States. And perhaps even more surprisingly, some
of those companies have very familiar names, such as Lockheed
and Arthur Andersen.

Privatization offers many attractive options to State and local
child support agencies. I will not list them all, but they are in-
cluded in my written statement. There are other ways that the pri-
vate sector is helping improve child support enforcement today, in-
cluding collection contracts, automating payment processing and
paternity testing throughout the United States. Some of the compa-
nies that are members of our organization will also be testifying on
Monday and can provide you more details about the way in which
they are serving child support programs.

The private sector brings innovation and resources to the child
support program. Wherever there is a problem, it seems there is
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a private company that is willing to help step up and try to address
that problem. It is extremely fortunate, because solving the tre-
mendous consequences resulting from out-of-wedlock births and un-
collected child support will require all the efforts, resources, tech-
nology and manpower that the government and the private sector
can collectively bring to bear.

I would like to briefly address a few of the difficulties that we
see with the existing child support program and how they came
about. The current program, as you know, has met with only mar-
ginal success. The primary reason for that marginal success is that
the IV-D Program is overworked and overextended, as are the
IV-D agencies operating this program. We believe this has oc-
curred due to the overwhelming number of Federal mandates that
have been imposed and added increasingly in recent years to the
IV-D Program, the broadened scope of the IV-D Program, and the
expanded number of those who are to be served by the program.
We believe that this situation is continuing.

A number of the proposals pending in Congress would expand
child support services to one of universal coverage, including those
who have not chosen to even enter the IV-D Program. We think
this is a trend that must be seriously reconsidered, and other alter-
natives proposed.

The Child Support Council specifically recommends a few alter-
natives that recognize what we believe is a new political and fiscal
reality today, which is that government cannot solve all the social
problems in the country, nor can it afford to pay for all of the solu-
tions. Accordingly, the Child Support Council recommends the fol-
lowing:

First, there must be a prioritization of the IV-D caseload. The
government’s program must go back to serving those most in need,
which is AFDC and low-income non-AFDC clients. There is a pro-
posal pending in Congress, that was sponsored by a Democrat, that
fvould actually require the IV-D Program to only serve that popu-
ation.

We also believe that much greater efforts must be made to pro-
mote paternity establishment throughout the United States. These
programs include expanding voluntary acknowledgment programs
and providing educational efforts aimed at discouraging unwed
teen pregnancy.

We also believe all new and modified child support orders in
State IV-D caseloads should be required to provide for automatic
late payment penalties. The penalties should be applied to the costs
of operating State IV-D agencies or to reducing fees charged non-
AFDC clients.

Next, Federal child support policies should encourage the expan-
sion of private sector participation in the IV-D Program whenever
use of a private sector business would result in government cost
savings and improve the ability of State and county IV--D agencies
to increase establishment and collection of support.

Next, instead of creating new federally operated systems for child
support enforcement as contained in some congressional proposals,
Federal law should encourage and facilitate State efforts for creat-
ing interstate compacts, networks and agreements by which child
support information would be shared among States.
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Congress should also begin to encourage non-IV-D administered
programs to monitor all new child support orders from the day they
are issued, and to have in place systems to automatically and im-
mediately institute enforcement of any delinquency. No other sin-
gle factor has as much impact on improving compliance with pay-
ment of child support than occurs through monitoring of payments
from the day they are issued and the immediate and automatic en-
forcement of late payments. These systems would help reduce fu-
ture IV-D Program costs by preventing a large percentage of cases
from becoming chronically nonpaying and entering the IV-D sys-
tem.

Thank you very much.

[The prepared statement follows:]
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TESTIMONY OF DARRYLL W. GRUBBS
CHILD SUPPORT COUNCIL

Chairman Shaw and members of the Human Resources Subcommittee, it is a pleasure
to be here today. 1 am Darryll Grubbs, President of the Child Support Council (CSC), a
non-profit, non-partisan association whose primary goal is to improve child support
establishment and enforcement through a strengthened public-private sector partnership.
Accordingly, today, in my testimony, I will focus on welfare reform proposals relating to
child support enforcement.

My perspectives about the child support enforcement program result from my
personal experience in child support enforcement that began over seven years ago. From
1987 through 1991, I was an Assistant Attorney General in the Child Support Enforcement
Division of the Texas IV-D agency.

As a result of the innovations that occurred within the Texas IV-D program during the
period from 1987 to 1991, it was recognized as the "most-improved” program by both the
National Child Support Enforcement Association (NCSEA) and this Subcommittee.

Despite our progress in Texas, I left the Attorney General's office early in 1992
because I reached the conclusion that the problem of unpaid child support in the United
States could not be solved by the efforts of government operated IV-D agencies alone. I also
came to recognize that in an era of growing concern about budgetary deficits in Washington,
and in almost every state capital, it was unrealistic to expect the federal and state government
to bear the entire cost of operating the child support enforcement program.

It is as a result of these concemns that I established the Child Support Council and
began working on, writing about, and promoting solutions to the child support problem that
involve a much greater private sector participation.

THE CHILD SUPPORT COUNCIL: PRIVATE SECTOR PARTICIPATION IS
NECESSARY FOR SOLVING THE CHILD SUPPORT PROBLEM

The membership of the Child Support Council (CSC) is composed of companies
(listing attached) that are leading the way in the "privatization” of the child support
enforcement program. This privatization is occurring in a number of different ways.
Increasingly, within just the past several years, our member-companies are actually operating
local Title IV-D child support enforcement offices in several states, including Tennessee,
Nebraska, Virginia and Mississippi. Even more surprising, perhaps, is that among the private
companies operating and competing to operate state and county IV-D offices and programs
are some with very familiar names, including Lockheed and Arthur Andersen. They are
among a growing number of companies, many of whom are our members, that are assuming
from state and county government the responsibility for operating Title 1V-D program
activities, including everything from paternity establishment to enforcement and collections.

This particular type of child support privatization is occurring because private
companies offer many valuable advantages to state and local government's trying to quickly
improve their child support enforcement programs. And although privatization of Title IV-D
child support enforcement programs is a relatively recent phenomenon, some of the benefits
of IV-D privatization are already being seen and include the following:

. companies may have available greater resources than the
government IV-D agency, and can "invest” them to improve

program operations;

. private contractors may be able to move more quickly in
acquiring new equipment and personnel since they may not be
required to follow complex procurement, purchasing and hiring
procedures of government agencies;



879

. private contractors operating child support enforcement
programs can often provide benefits to workers which increase
productivity but that are not permitted to state employees, such
as incentives and cash bonuses;

. private companies can acquire and bring into their operations
"outside” experts and skilled consultants who may not otherwise
be available for hire by the government IV-D agency (in fact,
private child support contractors in recent years have hired
many experienced and highly respected former government child
support administrators and personnel);

. contractors may be able to operate a IV-D program more cost-
effectively than a government agency since they can utilize
temporary and part-time subcontractors and perhaps minimize
expenses of employees;

. companies obtaining long-term contracts with a state or county
to operate its IV-D program may be able to provide greater
continuity of management and operation (and perhaps reduce
management and personnel turnover) than the government
agency that is subject to political change and influence;

. private contractors providing 1V-D services may have greater
incentives to make capital improvements and upgrades in
physical operations because they can "invest" in these
improvements with the prospect of recovering their investment
and, hopefully, some profits, while government IV-D agencies
are reimbursed only for their current 1V-D operating costs; and,

. private contractors hired to perform child support services can
provide the IV-D agency with an alternative to hiring additional
govemnment employees, a consideration that is increasingly
important during times of frequent and prolonged government
hiring freezes.

There are other ways in which private companies are helping state and local IV-D
programs. Several companies have had collections contracts with state IV-D agencies during
the last couple of years and have been responsible for dramatically increasing child support
collections in Massachusetts, Arizona, Texas, Georgia, and Tennessee, among others. In
addition,one of our members has automated the child support payment processing system for
the entire State of New York. Also among the CSC’s members are two of the nation’s largest
paternity testing laboratories that today provide 70 percent of all paternity testing for state
and local child support enforcement agencies.

The number of ways in which the private sector is helping to improve child support
establishment and enforcement efforts throughout the United States is growing every day.
Whenever IV-D programs identify a problem, or seek innovative solutions, it seems that
there is a business willing to help and to offer services and resources. And that is extremely
fortunate, because solving the tremendous problems resulting from out of wedlock births and
uncollected child support will require all the efforts, resources, technology and manpower
that government and the private sector can collectively bring to bear.
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GOVERNMENT ALONE CANNOT SOLVE THE PROBLEM
OF UNPAID CHILD SUPPORT

As the members of this Subcommittee know, the fact that billions of dollars of child
support goes unpaid each year, and hundreds of thousands of children will never receive
child support because paternity will never be established, is a national tragedy.

Certainly, if there were no limitations on the resources and funds available to the
federal government, it would nice to contemplate a system where paternity could be quickly
and conclusively established in every out of wedlock birth, and anyone needing a delinquent
child support order enforced could obtain immediate, prompt and free services from a
government child support enforcement agency. Unfortunately, today's fiscal and political
realities do not make this a likely scenario.

As a result, the Child Support Council is proposing solutions that will permit those
most in need of child support enforcement services to continue being served first and without
cost by the government child support enforcement program. Others having less need will be
provided some options in obtaining timely and effective services, and those who have
adequate financial resources will be asked to help pay for some of the costs of services
provided to them. Finally, those who have avoided their obligations of financial support to
their children will be required to pay a significantly larger part of the costs for enforcing
support orders than they do today.

Finally, the Child Support Council’s recommendations to improve child support
enforcement call for leaving the operation of the IV-D program at the state and local level.
This reflects the view of most CSC members who believe that local control over this vital
effort is best and offers the greatest opportunity for innovation and improvement. While there
are proposals pending in Congress today that would partly or totally federalize the operation
of the Title IV-D child support enforcement program, we believe such efforts are untimely
and offer no greater likelihood for success.

Before identifying the ways in which the Child Support Council believes child support
enforcement can be improved in the United States, however, it is necessary to first identify a
couple of fundamental and underlying reasons why the current Title IV-D child support
establishment and enforcement program is not able to timely and effectively serve its clients.

THE ORIGINAL OBJECTIVES OF THE IV-D PROGRAM, ESTABLISHING
PATERNITY AND AFDC RECOVERY, ARE BEING ABANDONED BECAUSE OF
NEW FEDERAL MANDATES

Based upon various studies of the child support program, and through discussions
with those at the state and local level who perform child support enforcement activity, the
Child Support Council has identified several basic and fundamental situations that exist in the
United States that must be changed if the child support enforcement problem is to be solved.

Federal law originally required the IV-D program to serve just those applying for
AFDC, and who were automatically referred to the IV-D agency for paternity establishment
and child support enforcement services. Later, the federal government expanded the
program’s responsibilities to serve anyone who voluntarily applied for 1V-D services, and
regardless of their income or relative need. This occurred, apparently, on the theory that
anyone not receiving child support and not already on AFDC was likely to turn to AFDC
sooner or later. Again, several years later, federal law was changed to require the IV-D
program to automatically serve all Medicaid recipients as well.

More recently, new federal laws have continued to expand the IV-D program by
requiring IV-D agencies to automatically review and modify child support orders for anyone
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requesting it (AFDC or non-AFDC). Title IV-D programs are now also required to ensure
that every new or modified child support order (not just those in the IV-D caseload) provide
for automatic wage withholding, and to monitor its implementation, whether or not this
action has been requested by either a custodial or non-custodial parent.

This trend in federal law toward expanding the scope of the 1V-D program and to
becoming one that provides "universal” coverage in certain areas is continuing. Several
proposals pending in Congress today create new requirements that further expand the scope
of universal coverage of the IV-D program. These requirements will mean new costs for
federal and state governments and a broadening of direct federal participation in the
operation of IV-D programs.

Some of these proposals pending in Congress would require states to establish
registries of all new child support orders (not just IV-D cases) issued by the courts in every
state. They would also establish a federal "Child Support Registry,” to be operated by a
designated federal agency, and to which all states would be required to submit copies or
abstracts of all child support orders issued in the states.

Another proposal contained in some of the pending welfare and child support reform
bills would expand the IV-D program to mandate that all states require their employers to
report all newly hired employees to a state entity for purposes of determining whether child
support is to be withheld from the newly hired employee’s paycheck. The state, in turn,
would be required to report that information to a designated federal agency that would
operate a giant national clearinghouse of information from which states would attempt to
match child support obligations against newly hired employees located in any state.

While the concepts behind these proposals have merit, the legislation itself reflects a
continuing federal attitude toward expanding the 1V-D program far beyond its original goals
and objectives. These proposals would require state and local IV-D agencies to exercise
jurisdiction over cases and individuals who are not part of the IV-D program. These
proposals continue to promote the involvement of federal agencies in an operational role that
has been traditionally lefi to the states. Furthermore, the result of these proposals, and the
mandates over the last 10 to 15 years, is added burdens on IV-D agencies at a time when
most are struggling to serve all those who are newly eligible for 1V-D services. Finally,
implementation of new programs that further expand the universal application of the IV-D
program makes it increasingly difficult for 1V-D agencies to perform their original and
fundamental objectives of establishing paternity and recovering AFDC expenditures.

In fact, well over a million children are born outside marriage each year, but
paternity is established in only one-third of the cases. The more than 600,000 annual cases of
chiidbirth that have no paternity established are simply added to the backlog from previous
years. The establishment of paternity is particularly important since it is always the first step
in the government agency’s efforts to meet its goal of collecting child support.

With respect to the 7.5 million AFDC child support cases, which account for 44
percent of the fiscal year 1993 caseload, collections were made in only 11.7 percent of the
cases, a decrease of 0.6 percent from 1992 and an increase of .7 percent since 1985. In
fiscal year 1993, the collections in these welfare cases represented a recovery of only 12.10
percent of the AFDC paid out during the year, an improvement of just 0.6 percent from
1992 and only 4.8 percent since 1985.

THE EXPLOSIVE GROWTH OF NON-AFDC CASELOADS
From fiscal years 1985 to 1993 the number of non-welfare cases in the IV-D system
rose by well over 100 percent--far outstripping the increase in the number of welfare cases,

which rose only 21 percent.

Unfortunately, federal legislative efforts in recent years designed to help IV-D
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programs obtain the tools to better establish and enforce cases, such as the income tax refund
intercept program, have created another set of problems. In many instances, those seeking
help with child support enforcement services are forced to turn to the IV-D agency because
the 1V-D agency is the only that is legally able to utilize certain effective enforcement tools.

Another reason for the increase of non-AFDC caseloads in 1V-D agencies is that, in
most states, [V-D services are available without cost to the client. This has resulted in a 435
percent increase in administrative expenditures for non-welfare cases since fiscal year 1984.

Because of this explosive non-AFDC growth in cases and costs, the IV-D program is
unable to provide many of its clients with timely and effective child support establishment
and enforcement services. Between 1979 and 1993, the Title IV-D caseload grew from 4.1
million cases to over 17 million cases. In fiscal year 1979, when the government program
was still fairly new, there were collections on just 17.1 percent of the IV-D caseload
nationwide. In fiscal year 1993, the rate of collections had risen to only 18.3 percent. This is
an increase of just 1.2 percent in a fifteen-year period, in spite of improved enforcement
techniques.

An overworked, overextended child support enforcement program does not serve
anyone very well. It is time for "reinventing® the IV-D program in light of the current
fiscal and political realities.

THE CHILD SUPPORT COUNCIL'S RECOMMENDATIONS FOR "REINVENTING*"
THE NATION’S CHILD SUPPORT ENFORCEMENT PROGRAM

The Child Support Council’s recommendations address many of the systemic
problems that have permitted only limited success by the IV-D program. Our goal is to
address these systemic problems through some bold and innovative initiatives, while trying to
avoid new programs and activities that require increases in current IV-D federal spending or
more federal bureaucracy. The CSC’s recommendations are as follows:

(1)  The government’s child support enforcement program must be prioritized. State IV-D
programs should continue serving those most in need—AFDC and low income
non-AFDC clients (those below 175 percent of the poverty level). Beyond this target
population, federal law should permit a state to choose whether to serve higher
income non-AFDC clients through the IV-D program. If a state decides to serve
higher income non-AFDC clients through the IV-D program, then the state IV-D
agency should be required to recoup at least the federal share of the costs for serving
these clients through fees charged for services.

As noted earlier, originally, the IV-D program served only AFDC clients. Thereafter,
based upon the belief that a substantial number of low income custodial parents also
might tum to welfare unless child support was enforced, the IV-D program became
one to which anyone is entitled to services, regardless of income or ability to pay.
This policy is part of what has caused the explosion in the caseloads and costs of the
1V-D program.

The GAO, however, in a 1992 report revealed that 53 percent of the individuals
requesting non-AFDC child support services had incomes exceeding 150 percent of
the poverty level, 42 percent had incomes exceeding 200 percent of the poverty level
and 21 percent had incomes exceeding 300 percent. The GAO concluded by stating
that "...many non-AFDC clients being served may not be within the low-income
population to whom Congress envisioned providing services.”

The same GAOQ report found that if all non-AFDC clients of IV-D agencies were
charged a collection fee equal to just 1S percent of the child support collected by the
1V-D agencies on their behalf, it would cover all the IV-D programs’ costs for
serving this non-AFDC clientele.
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Early paternity establishment should be one of the highest, if not the highest, priority
of the IV-D program. The problems facing the United States as a result of the
increasing number of births out of wedlock where there has been a failure to timely
establish paternity are well known. Aside from the legal rights (such as inheritance)
and other physical and emotional benefits that children born out of wedlock and
without benefit of paternity may never receive, the failure to conclusively determine
the identify of the biological father at birth has created a major impasse in the ability
of child support enforcement agencies to obtain and enforce support orders for these
children.

To promote even greater efforts by state and local 1V-D agencies to pursue paternity
establishment, the CSC recommends that enhanced federal 1V-D funding (90%
matching rate) be extended to include all costs related to parentage establishment
efforts, including efforts for obtaining voluntary acknowledgements in birthing
hospitals, and for educational efforts aimed at discouraging unwed teen pregnancy.
{Currently, just the cost of parentage testing is reimbursed at the 50 percent match
rate.)

[There is one caveat to voluntary acknowledgements of patemnity that needs to be
noted. In our haste to identify a "father,” we must be careful not to deprive alleged
fathers of basic due process considerations, including clear notice of the likely
obligation that will result from signing a voluntary acknowledgement form. Also, we
believe it would be prudent to encourage parentage testing as part of the voluntary
acknowledgement process, and to provide that paternity testing be an option in
hospital paternity establishment programs in large urban hospitals. There are a
number of reasons why this would be desirable, but one of the primary reasons is to
minimize the likelihood of later legal challenges to a voluntary acknowledgement.
The results from a parentage test identifying the person who signed the voluntary
acknowledgement as the biological father would make it extremely unlikely that a
judge would reverse because of a later claim of lack of notice or fraud in signing an
acknowledgement form.]

All new and modified child support orders in state 1V-D caseloads should be required
to provide for an automatic late payment penaity. The principle of "pay now (on time)
or pay more later” is part of almost every other kind of recurring billing procedure
(loans, utility bills, etc) and should be part of the routine payment process for child
support payments in the United States. Those who do not pay their child support on
time should be penalized. The penalties should be applied to the costs of operating
state TV-D agencies or to reducing fees charged to non-AFDC clients (proposed in #1
above).

Federal child support policies (including current and pending regulations) should
encourage the expansion of private sector participation in the IV-D child support
program. This should occur whenever use of a private sector business would likely
result in government cost savings, prevent the need for hiring new government
employees, or improve the ability of state and county IV-D agencies to increase
paternity and child support order establishment, or the collection of support on
delinquent child support accounts.

States taws should provide that the results of genetic testing that determine paternity
are presumed (o be legally "conclusive” and may not be rebutted or contested (except
for very limited and narrow exceptions.) This will facilitate paternity establishment
throughout the United States and greatly reduce the number of costly court
proceedings.

Instead of creating new federally operated systems for the child support enforcement
program as contained in some Congressional proposals, such as federally operated
databases for maintaining state issued support orders and employer new hire reports,
federal law should encourage and facilitate state efforts for creating interstate
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compacts, networks and agreements by which state generated data that is valuable to
child support enforcement efforts would be shared among states. In essence, state
agencies, and not federal ones, should operate these data sharing systems.

Information maintained by federal agencies to assist in establishing and enforcing
child support, and which is presently made available to state IV-D agencies, should
also be made fully available and accessible to private child support enforcement
contractors operating IV-D programs and to reputable private child support collection
agencies that meet acceptable state regulatory rules for safegnarding information and
maintaining confidentiality of the information.

Reputable private child support collection agencies shouid be permitted to submit
cases to IV-D agencies for IRS intercept. The IV-D agency should be given authority
to submit the case for IRS intercept without first having to make it a IV-D case over
which the IV-D agency would then have to assume full responsibility for all
enforcement. Implementation of this recommendation would help make it possible to
keep cases out of the IV-D system that would otherwise have to become 1V-D cases
simply to utilize IRS intercept.

Congress should encourage states to begin “non-IV-D” administered programs to
monitor all new child support orders from the day they are issued and to have in
place systems to automatically and immediately institute enforcement of any
delinquency. No other single factor has as much impact on improving compliance
with payment of child support than occurs through monitoring of payments (from the
first day ordered to be paid) and the immediate and automatic enforcement of any late
payment. These systems would help reduce future IV-D program costs by preventing
a large percentage of cases from becoming chronically non-paying and entering the
IV-D system.

There are a number of studies that have shown that child support cases monitored
from the day they are issued through the end of the period of obligation, coupled with
immediate enforcement of delinquency, results in paying rates as high as 70 to 80
percent. To implement such a system throughout the United States will be a
substantial undertaking, but one which would do more to improve compliance with
child support obligations than anything else.

Again, as with our earlier recommendations, this effort does not need to fall on the
IV-D program or even paid for by taxpayers. Instead, these non-IV-D monitoring
and enforcement projects can be operated by local or county governments using only
revenue generated from a minimal monthly fee assessed against the obligor (and
obligee, if desired).

[In addition to the advantage of not having to be taxpayer funded, these systems do
not even have to be operated by government agencies. There is just such a program
about to begin in Dallas County, Texas that should be closely watched. Dallas
County officials have awarded a contract to a leading private child support
enforcement contractor, Maximus, Inc., a company which was also selected by the
State of Mississippi to operate its IV-D program. Maximus will monitor all new
support orders issued in Dallas County’s courts and take automatic and immediate
enforcement action on any delinquency. This system will not use federal, state or
local taxpayer dollars. Instead, the cost of running the program will come from a
nominal monthly fee (about $10) that will be collected from every non-custodial
parent. If necessary, additional revenue to operate the program could be generated by
"late payment penalties” imposed on delinquent obligors.

If this effort is successful in Dallas, and paying rates of 70 to 80 percent are
achieved, as expected, there is no reason why this monitoring and enforcement
program could not be replicated throughout the United States, using private child
support enforcement businesses to operate the programs. For the federal government,
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every case that can be handled effectively outside of the IV-D process means IV-D
workers can spend more time on cases they already have, including AFDC cases that
recoup federal and state government costs. ]

(10) Congress should require the creation of a permanent advisory committee to the federal
Office of Child Support Enforcement (OCSE) to be named by the President and top
Congressiona) leaders. Included on this advisory committee should be representatives
from all interested sectors within the child support community, including state and
local IV-D officials, custodial parents, private sector companies, and family law
attorneys and judges.

The initial and immediate goal of this child support advisory committee should be a
complete review of all current mandates of the IV-D program. These numerous
mandates (including some which conflict), should be carefully reassessed and
reconsidered in relation to available federal IV-D funding. Ongoing reassessment of
IV-D program priorities should be a permanent responsibility of this advisory
committee. In developing its recommended IV-D program priorities, the advisory
committee should consider and identify ways in which non-1V-D govermnmental entities
and private child support businesses can be fully integrated in a comprehensive
national effort to improve the establishment and enforcement of child support
obligations. This effort should include identifying all legal enforcement tools that are
available to TV-D agencies and making available those that would be appropriate for
use by non IV-D governmental entities, private attorneys and reputable child support
collectors.

Finally, the advisory committee should work with OCSE officials to develop
performance-based audits which provide assistance and direction to state and local
IV-D programs in pursuing attainment of established IV-D program priorities.

CONCLUSION:
A REASON FOR HOPE

In closing, rather than being discouraged by the present situation of a desperately
overloaded IV-D child support system, and the declining availability of federal and state tax
dollars, there are ways in which the nation’s child support establishment and enforcement
effort can be dramatically "reinvented” to achieve better results with less government
resources. This will not occur overnight, and those who are without child support, as hard as
it may be, will have to continue being patient.

However, the Child Support Council believes that its recommendations provide a
realistic and fiscally responsible plan that, if enacted by Congress and implemented
throughout the United States, will effectively address the underlying causes of the current
child support enforcement system ’s marginal performance.

As noted throughout this testimony, the CSC does not believe the solution to the child
support enforcement problem can come through efforts by IV-D agencies alone, or by the
creation of new federal agencies or expanded federal bureaucracies, or through other efforts
which rely exclusively on taxpayer funding, as some might advocate.

Instead, the CSC believes that solutions will come from a continually evolving
cooperative venture between IV-D and non-1V-D state and local government agencies
working together with private sector businesses and companies, such as those which are
members of the CSC. Their combined resources, talent and penchant for innovation will
one day bring about a comprehensive system of child support establishment and enforcement.
In that system, each of these public and private entities will play an important and critical
role in effectively, timely and economically serving all custodial parents and their children
in receiving the support for which they have a legal and moral right.
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Thank you, Mr. Chairman, and members, for this opportunity to present our views.
We hope they are of help to you as you continue your efforts to solve the child support
problem.

rept Listing of mpanies of th
hil ngil
(January, 1995)

Automatic Data Processing (ADP)
Roseland, New Jersey

Child Support Assistance Network, Inc.
Houston, Texas

CSE*Child Support Enforcement
Austin, Texas

Complete Equity Markets, Inc.
Wheeling, Illinois

Cummins-Allison Corp
Indianapolis, Indiana

David M. Griffith & Associates, LTD.
Bay City, Michigan

Fairfax Identity Laboratories
Fairfax, Virginia

Geaetic Design, Inc.
Greensboro, North Carolina

Grubbs, Laramey & Associates
Austin, Texas

Lockbeed Information Management Services Co.
Los Angeles, California

MAXIMUS, Inc.
McLean, Virginia

Mediation Services
Chapel Hill, North Carolina

Network Six, Inc.
Warwick, Rhode lIsland

Roche Biomedical Laboratories, Inc.
Burlington, North Carolina

Service Design Associates
Indianapolis, Indiana

Techaol M, ”

Y 13
Omaha, Nebraska

Unicom
Anchorage, Alaska
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Chairman SHAW. Thank you, Mr. Grubbs.
Ms. Spalter-Roth.

STATEMENT OF ROBERTA SPALTER-ROTH, DIRECTOR OF
RESEARCH, INSTITUTE FOR WOMEN’S POLICY RESEARCH

Ms. SPALTER-ROTH. Good morning, Mr. Chairman and Members
of the Committee.

1 am Roberta Spalter-Roth and I am director of research at the
Institute for Women’s Policy Research, also known as IWPR. I
thank you for the opportunity to testify here today. I want to say
that I am just back from Iowa, where I talked to 200 workers and
clients in Iowa’s Family Investment Program. They are terrified
that under block grants there will be a cutback in child care re-
sources and that time-limited benefits will be detrimental to the
success that the program they are running is starting to show.

For the last several years, the institute has been engaged in ex-
tensive research on the economic survival strategies of single moth-
ers who receive AFDC. The data source we use for this is the U.S.
Bureau of the Census’ Survey of Income and Program Participa-
tion, a nationally representative survey designed to capture the
labor force experience, job characteristics, earnings, family struc-
ture and sources of public and private income available to U.S.
families and households. It traces a nationally representative sam-
ple of families through 2 years of their lives.

What I want to do today is briefly summarize the survival strate-
gies used by single AFDC mothers, talk about what works to in-
crease the likelihood that they will engage in paid employment,
loock at the kinds of jobs that they do hold, and then finally talk
about what helps them to increase their earnings and their ability
to escape poverty.

IWPR’s major finding is that most welfare recipients are not
pathologically dependent on welfare. Stereotypes of women sitting
watching television all day are grossly exaggerated. The notion
that people who work and people who receive welfare are two sepa-
rate populations are grossly exaggerated. Our data show that sin-
gle mothers use AFDC as a source of child support, as a subsidy
for low-wage work, as a source of disability insurance, and a source
of unemployment insurance.

Survival strategies: Our findings show that only one out of four
AFDC mothers are totally dependent on AFDC. Most also combined
their AFDC income with income from their own earnings and from
the earnings and income of other family members.

The majority, 7 out of 10, participated in the labor force during
the 2-year period. More than 4 out of 10 worked substantial hours,
about 1,000 hours a year, which is about the average number of
hours worked by all mothers. Mothers do not work full time full
year. These women are working mothers’ hours. Another 3 out of
10 spend substantial time, 6 months during the 2-year period, look-
ing for work, but were not successful in finding work. An additional
1 out of 10 were disabled, probably waiting to get onto SSI.

So what we find is about 2 out of 10 during the 2-year period
did not participate in the labor force. One-quarter of these, how-
ever, were students. As [ say, it is a great exaggeration that these
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are women who are not attached to the labor force and women who
do not work.

The earnings of those women, the more than 4 out of 10 who did
do substantial hours of work, contributed about a third of their
family’s income, and as a result of their work, their families’ in-
comes were higher and the amount of AFDC they received was
lower. Nonetheless, they are not able to bring their families out of
poverty on the basis of their earnings or on the basis of AFDC
alone. For these women, packaging AFDC and paid employment is
a potential route to escaping poverty.

So what works to increase the likelihood that they will engage
in paid employment? First, the ability to work: Being disabled
hurts your ability to work. Second, the availability of jobs: Those
recipients who lived in States with low unemployment rates were
significantly more likely to work. Less need for expensive child
care: Those women who did not have infants or toddlers were more
likely to work. More education: Those women with high school di-
plomas and job training were more likely to work. And availability
of other financial resources

Chairman SHAwW. Ms. Spalter-Roth, I am sorry to interrupt you
here. The balance of your statement will be placed in the record.

Ms. SPALTER-ROTH. Thank you so much.

[The prepared statement and attachments follow:]
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TESTIMONY OF ROBERTA SPALTER-ROTH
INSTITUTE FOR WOMEN’S POLICY RESEARCH

Good Afternoon Mr. Chairman and members of the Committee. My name is
Roberta Spalter-Roth and I am Director of Research at the Institute for Women's Policy
Research, also known as IWPR. 1 hold a Ph.D. in Sociology from the American
University. Thank you for the opportunity to testify today.

For the last several years TWPR has been engaged in extensive research on the
economic survival strategies of single mothers who receive AFDC. Our research uses
data from the U.S. Bureau of the Census’ Survey of Income and Program Participation,
which is a panel survey especially designed to capture the labor force experience, job
characteristics, earnings, family structure, and sources of public and private income
available to U.S. families and households.

This study provides detailed information on the family situations of AFDC
recipients, the factors that increase the likelihood that they engage in paid employment,
the kinds of jobs they obtain, the factors that improve the prospects for obtaining better
jobs. and the factors that increase their chances of escaping poverty.

IWPR findings show that most welfare recipients are not pathologically dependent
on AFDC. The stereotypes of women who sit around all day watching TV, having
children whom they fail to care for, and drawing welfare checks paid by hard-working
Americans are greatly exaggerated. IWPR findings show that:

0 Only one out of four recipients is totally dependent on AFDC (and supplementary
public assistance programs such as Food Stamps) for their family’s income. In
contrast, three out of four "package" AFDC income with earnings from their own
employment, with the earnings and benefits of other family members (including
child support), and with other resources. Those who do package income sources
are more likely to escape poverty--with six out of 10 who package income from
AFDC, their own earnings, and the income of other family members managing to
bring their family’s income to the poverty line (see Table 1).

0 The majority of recipients participate in the labor force over the two-year study
period, though many cannot find work. Half of all single mothers who spend at
least two months on AFDC during the two-year study period also work at paid
employment during that period; with 20 percent combining paid work and AFDC
in the same months, 23 percent cycling between work and AFDC, and another
seven percent spending more time looking for work than actually working. In
addition, 23 percent spend about six months looking for work although this period
of job search does not result in paid employment, and seven perceni have work
preventing or limiting disabilities. Only one out of five recipients does not
participate in the labor force at all during the two-year period, and about one out
of four of these attend school (See Figure 1).
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The earnings of mothers who obtain paid employment comprise one-third of their
family’s income package. These families have higher incomes ($13,036 as compared
10 $10,532 in 1990 dollars) and receive lower amounts of means-tested benefits
($3.733 as compared 10 $6,070 in 1990 dollars) than those who are more reliant on
AFDC (see Figure 2). Those recipients who package paid employment and AFDC
have incomes at 105 percent of the poverty line (including the cash value of Food
Stamps and WIC) compared to those who are more reliant on AFDE (who have
incomes at 80 percent of the poverty Jine--including the cash value of Food Stamps
and WIC).

IWPR findings show that packaging AFDC with paid employment is necessary

because neither the available employment nor AFDC alone provides enough income to raise
families above poverty. Combining work and welfare can bring recipients’ families to the
poverty line.

Factors_that Increase the Likelihood of Paid Employment

Why do some "welfare mothers" engage in paid employment while others do not?

IWPR finds that the most significant factors in predicting whether an AFDC recipient will
include paid employment in her family’s income package are (see Table 2):

[o]

The recipients’ actual ability to work, that is, not having a work-preventing disability
(those with work-preventing disabilities are 17 percent less likely to work at paid
employment);

The availability of jobs, that is, living in states with lower unemployment rates (those
who live in states with unemployment rates of 10 percent or higher are seven percent
less likely to work at paid employment while those who live in states with
unemployment rates of 3.5 percent or below are nine percent more likely to work);

Less need for child care, that is, not having toddlers or infants or having only one
child (those who have infants or toddlers are twelve percent less likely to work, while
those who have only one child are two percent more likely to work);

The availability of family resources, that is having access to child support or earnings
from other family members (those who receive child support are eight percent more
likely to work and those who have access to income from other earners are five

percent more likely to work),

The accumulation of greater amounts of human capital, including four years of past

. work experience, 2 high school dipioma, and job training (these factors increase the

likelihood of paid employment by 17 percent, 8 percent, and 9 percent, respectively).
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Contrary to popular opinion, some factors are not significant in distinguishing

between mothers who are employed and those who are not. These include: state benefit
levels (those in states with higher than average state benefits are not significantly less likely
to work): the mother’s prior AFDC history (mothers who are repeat AFDC users are not
significantly less likely to work); and the mother's race (African American recipients are not
significantly less likely to work).

Available Jobs

What kind of jobs are available to those welfare mothers that engage in paid

employment? IWPR research shows that the most striking characteristics of welfare
mothers’ jobs are that they are low-wage, unstable, and unlikely to provide health benefits:

o]

Welfare mothers’ primary jobs pay an average of $4.29 per hour (in 1990 dollars).
When they work, most work full-time at their primary jobs; about one-third work
part-time. During the two-year period, they work an average of 1,903 hours during
29 full-time weeks and 17 part-time weeks (see Table 3).

Their employers provide health insurance coverage only one-third of the months they
work (see Table 3).

Almost half of the packagers have more than one job during the two-year period (for
an average of 1.7 jobs) and spend an average of 16 weeks looking for work (see
Table 3). Despite their substantial hours of work, only 11 percent receive
Unemployment Compensation when unemployed.

Among those who have more than one job, the second tends to pay less than the first
(see Table 4). For those who work all 24 months, approximately half earn more at

the end of the two-year period than at the beginning, while half earn less (See Table
5).

Work/welfare packagers tend to work in the lowest-wage women'’s occupations and
industries: 39 percent of welfare mothers work in such service occupations as maids,
cashiers, nursing aides, child care workers, and waitresses, contrasted with 11
percent of all women who work in these same occupations (see Table 6).

The top employers of welfare mothers are restaurants, bars, nursing homes, private
households, hotels, department stores, hospitals, and temporary help services firms;
such businesses employ two-fifths of welfare mothers but only about one-fifth of all
women (see Table 6).
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These findings imply that if work is to be an improvement over welfare and
produce a higher standard of living, then the quality of jobs and earnings obtained will
need to be improved.

Increasing the Abilitv to Escape Poverty

According to IWPR findings there are methods that can increase the job guality and
earnings for this population. These methods include: increasing human capital, increasing
job availability and stability, and increasing coverage by union contracts. These methods,
along with other factors (primarily income from other family members), increase the ability
of welfare mothers and their families 1o escape poverty.

IWPR finds that stable jobs, more human capital, union membership, and access to
means and non-means tested benefits increase the chances of escaping poverty for those
without family resources (see Table 7):

0 Among all work/welfare packagers, the more months during which a mother pools
income with other family members, the more likely the mother is to escape poverty.
Mothers who have access to income from family members for all 24 months increase
their chances of escaping poverty from 11 to 86 percent.

0 For the 57 percent of working mothers who lack family resources, earnings from
employment become a more important ingredient of an anti-poverty strategy. Of
primary importance to packagers in nuclear families is job volatility (the number of
times they start and stop jobs). Regardless of the reasons for job loss, the more
times the mother starts and stops working, the more likely she is to be poor.

o Mothers whose jobs are covered by union contracts are much more likely to escape
poverty. Union coverage increases the chances of having an income above the
poverty line from 11 percent to 39 percent.

o Workers with a high school education and private job training are more likely to
escape poverty. The effect of federal job training is insignificant. Although previous
work experience is significant, mothers need 10 years of work experience to increase
their chances of leaving poverty to 18 percent (from 11 percent).

o Work/welfare packagers are better off when they live in states with higher AFDC
benefits (raising the chances of escaping poverty from 11 to 17 percent) and when
they receive non means-tesied benefits, such as unemployment compensation, social
security, or workers' compensation (increasing the chances of escaping poverty from
11 percent to 26 percent).
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A major goal of all current welfare reform proposals is to move single mothers, and
their children, off the AFDC rolls by mandating their participation in the work force.
IWPR’s research demonstrates that if this effort is 1o be successful--if it is to avoid the
further impoverishment of poor mothers and their children and the further frustration of
taxpayers over another failed program--policymakers must pay attention to what works.
Without attention to these results, efforts to reform welfare will not result in increased labor
force participation and higher incomes.

There is no "magic bullet," no simple or inexpensive way to make welfare mothers
self-sufficient over the long term. IWPR findings show that recipients use AFDC in many
ways: to supplement their low-wage work effort and to provide a safety net during periods
of unemployment, disability, and family crises. All of these reasons for using AFDC must
be considered in any successful reform effort. Rather than focus on time limits, policy
action should focus on fostering increased education and job training, ensuring that there are
enough jobs for all, and reforming the low-wage labor market. Improving the stabiiity and
pay of jobs at the low-end of the labor market, increasing the ability to qualify for
Unemployment Compensation, and improving the ability of workers to organize and bargain
collectively, as well as increasing access (o unionized jobs for welfare mothers, would all
help make welfare reform a success.

NOTE: The following tables and figures are excerpled from the forthcoming report,
"Welfare That Works: The Working Lives of AFDC Recipients,” by Roberta Spalter-Roth,
Beverly Burr, Heidi Hartmann, and Lois Shaw. Washington, D.C.: Institute for Women's
Policy Research.
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Table 1. Types and impact of income Packages Among AFDC Recipients (1)
{24-month study period)

! With Empioyment (4)

1 B ———

E
i
!
|

Totat \ AFDC Family and | Employment | Employment,
Number | Only (2) AFDC (3) All and AFDC Family, and
Y S Y ony | AFDC
Totak. oo ! 2797,285 | 732335 865995 | 1.198.955 484,511 714.444
As percent of total 100% 26% 31% 43% 7% ! 26%
Total in poverty (5).. 2,027,494 : 716937 . 634,878 ) 675,679 372,565 303,114
Percent in poverty (5)... 72% ; 98% . 73% ? 56% % 42%

(1) To be included in this study of AFDC recipients, a woman must recieve AFDC for at least 2 months

out of the 24-month study period and be single for at least 12 out of 24 months.

{2) In this tabte, "AFDC Only” is a shorthand label which also includes receipt of Food Stamps. Medicaid. and
and other non-cash and cash means-tested benefits (such as housing assistance), but does not include any
other substantial sousce of income.

(3) In order to be included in this category, secipients must live with relatives contributing $1,500 in

income over the 24-month study period .

(4) In order to be considered employed, a welfare recipent must wark at least 300 hours over the 24-month

study period.

{5) "In Poverty” means that. on average, over the 24-month study period the family's income falls below

the federal poverty standard for families of their composition and size (families may be above the poverty level
in some months but below it in others). In this table. we use a modified methodology and count as income
the cash value of Food Stamps and WIC in determining whether the family income exceeds the federal
poverty standard.

Source: IWPR calculations based on the Survey of Income and Program Participaticn. 1984-1988.
Figure 1.

Welfare Mothers Grouped by Labor Force Activity
(24-month study period)

Working -- Combiners
20.1%

Working -- Cyclers

22.8%
Looking for Work and

- Working Limited Hours/
AFDC Reliant
7.4%

Job-Seeking/
AFDC Reliant
23.4%

Not in Labor Force/
AFDC Reliant 19.7%

Exempt
(Disabled)/AFDC Reliant
6.6%

Source: IWPR calculations based on the Survey of Income and Program Participation, 1984-1988.
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Figure 2.

Annual Income Packages
(in 1990 dollars)

Welfare Reliants
Annual Family Income = $10,532

Food Stamps, WIC (19%)

$1,985
AFDC Benefits (39%) other's Earnings (0.3) $35
$4.085 ‘1 Miscellaneous (10%)
$1,005

Others' Earnings (19%)
Others' Govi. Benefits (14%) $1.980
$1,442

Work/Welfare Packagers
Annual Family income = $13,036

Food Stamps, WIC (10%)
AFDC Benefits (18%) $1.350

$2,385

/

Others’ Gowt. Benefits (12%)
$1,550
f Mother's Earnings (33%)
$4.315

Others' Earnings (21%)' \
$2.695 Miscellaneous (6%)
$741

Source: IWPR calculations based on the Survey of Income and Program Participation, 1984-1988.
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Table 2. Factors Affecting Work/Waelfare Packaging (1)

Work
Woelfare
Scenario Packaging
o e Probability
Bassline 20%
No work experience
High school dropout
No job training (federal or private)
Average number of children (2)
No infants or children under two
No other adult(s) or child support
No public or pubicly assisted housing
No additional means-tesied benefits
Average welfare benefit per person per month ($130)
Average state unemployment rate (6.7%)
Average job search (15 weeks)
Average age (29)
White
Able-bodied
Worst Case Scenarios
1} Work-preventing disability and receipt of SSi 2%
2) Additional child. high unemployment rate, 7%
and infant or toddler
Best Case Scenarios
1} High schoot graduate with federal job training 39%
2) Experienced (4 years) HS graduate with job training 61%
3) Experienced (4 years) HS graduate with job training 80%
and family resources {non-working adults at home,
other earners, and child support)
Worsening The Baseline Situation
Work-preventing disability 3%
Has infants or toddlers 12%
High (10%) unemployment rate 13%
Publicly assited housing resident 13%
One additional chitd 18%
Improving the Baseline Situation
Only one child 22%
Another earner in household 25%
Private job training 26%
Completes high school 28%
Federal job training 29%
tow unemployment rate (3.5%) 29%
Child support recipient 32%
Gets married 33%
Has one year work experience 33%
Has average work experience {4 yrs.) 37%
tnsignificant Results (2}
Public housing resident 15%
Repeat welfare recipient 15%
Hispanic (3) 16%
High state welfare benefits ($200} 17%
African American 18%
Job search effort (52 weeks looking) 19%
Work-limiting disability 20%
Non-working adult(s) at home 22%
Other race 23%
Student 23%

(1) Based on logistic regression analysis: see the full report for complete
model and results. M

(2) Results which did not reach the 10 percent significance level.

(3) Hispanics may be of any race and are not included here in the white or
or African American groups.

Source: IWPR calculations based on the Survey of Income and Program
Participation, 1984-1988.
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Table 3. Work/Welfare Packagers: Work Patterns, Occupations, and Health Insurance
(24-month study period)

Characteristic ' Total Cyclers | Combiners
Population o 1,198,955 636,626 562,320 |
Sample _ 82 275 227

Work Behavior

Number of jobs dufing survey 17 16 . 17
Number of employment spell transitions ! 2.3 2.2 2.4
Total hours worked ) 1903 1722 2108
Average weekly hours in weeks worked ; 34 36 31
Average monthly hours in months worked ! 137 145 129
Months worked 13 11 | 15
Weeks in the labor force 70 ) 64 : 76
Weeks with paid employment 54 : 47 : 62
Weeks unemployed . 18 17 : 14
Weeks employed at primary job (1) i 46 41 ' 53
Full-time weeks warked at primary job (1) 1 29 30 i 29
Part-time weeks worked at primary job (1) i 17 | 1 ; 24
Hourly wage in primary job {(in 1990 $) (1) | %429 . $4.51 . $4.03
| Total earnings in primary job (in1990$) (1) | $7,366 . $7,353 | §$7.380
| Occupation of Primary Job (1) {percent distribution) .
Managerial and executive : 2.7 : 33 | 2.0
Professional I 3.1 1.7 47
Technician | 0.9 12, 0.6
Sales and related 125 15.1 ! 9.6
Cashier I 7.6 83 ! 5.6
Administrative support and clerical | 15.9 17.6 | 13.9
Service ’ 39.7 309 496
Food service 15 74 ! 162
Cleaning service : 8.5 73 10.0
Personal service i 87 54 14.6
Other service ; 9.9 10.8 : 8.8
Farming, forestry and fishing ! 1.3 . 0.7 : 2.0
Precision production, craft and repair i 3.8 4.6 2.8
Operators, handlers and laborers | 20.2 : 24.9 i 14.8
Total o | 1000 i 1000 i 1000 |
Health Insurance [
Months with heaith coverage | 20.0 ' 18.4 i 21.9
Months with employer coverage ﬁ 36 ‘ 4.2 i 3.0
Working months with Medicaid ' 6.4 3.2 ! 9.9
Working months with Medicaid and employer h.i. 0.6 | 0.2 1.0
Working months with employer coverage | 2.9 : 3.8 1.9
Workina months with no coverage | 3.2 | 4{ | 2.0

(1) Primary job is the job at which the AFDC mother waorked the longest hours.

Source: IWPR calculations based on the Survey of Income and Program Participation, 1984-1988.
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Table 4. Characteristics of Work/Welfare Packagers' Jobs
(24-month study period, 1990 doliars)

Characteristics | Number of Jobs Held During Survey
i One ' Two i Three - Four+

' | |
Population . 674472 | 318722 , 131845 72,003
As % of population | 56% 27% 1% 6%
Sample i 278 | 135 | 58 31

FIRST JOB ‘ 1 |
Hourly wage : $433 ! $4.28 $446 $4.66
Weeks employed i 52 | 34 | 24 14
Percent predominantly part-time | 31% [ 44% ! 36% ! 67%
Average hours per week worked ‘ 33 31 31 28

SECOND JOB ; ‘ i |
Hourly wage 1 | 8421  s387 | 8345
Weeks employed ! | 26 15 ‘ 17
Percent predominantly part-time ‘ i 39% | 43% | 42%
Average hours per week worked | | 32 l 31 ‘ 30

THIRD JOB | J \ ’
Hourly wage i | | $4.32 J $4.24
Weeks employed i i : 19 i 17
Percent predominantly part-time ‘, : | 32% 41%
Average hours per week worked | ‘ : 34 | 30

FOURTH + JOB | \
Hourly wage | 1 | [ $4.23
Weeks employed i ; | i 15
Percent predominantly part-time | | | i 44%
Average hours per week worked \ \ ; | 37

Source: IWPR calculations based on the Survey of Income and Program Participation, 1984-1988
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Table 5. All Workers: Earnings Mobility i

(24-month study period)

) AW 03 47 81 12]5 — 16-19
Worker (1) population 1405402 304.263 206.918 141,861 137,155 166.229
As % of population 100% 22% _ 15% __ _10% 0%  12%

‘Real Hourly Wage G Growtrul(gﬂent distribution) -

Wage gains 22 65 62 69 59
Wage losses 41 39 35 38 31 39

No difference 9 39 0 0 0 2
Toad 101 100 100 100 100 100
Real Earnings Growth (2) (percentdistribution) —~ — "
“Earnings gains 53 20 54 60 69 66
Earnings losses 38 38 46 40 31 34

No difference 9 42 0 Q 0 0
Total 100 100 100 100 100 100

Last Month Worked

20-24
4487977
_32%

7
49

0
100
— et
37

0

100

(1) This table includes all AFDC mothers who work, including those who worked limited hours (fewer than
300 hours) over the 24-month study period
(2) Wage and earnings growth were calculated in constant dollars.

Source: IWPR calculations based on the Survey of Income and Program Participation, 1984-1988

Table 6. Work/Welfare Packagers:

(24-month study period)

Most Common Occupations and Industries of Primary Jobs (1)

OCCUPATIONS

Domestic workers
Cashiers

Nursing aides

Child care workers
Wait persons
Machine operators
Cooks

Retail sales workers
Secretaries

Textile sewing machine operators
Laborers
Receptionists
Typists

Assemblers

Food counter jobs
Teachers' aides

File clerks

All listed

INDUSTRIES

98% Restaurants and bars 11.5%
7.6%  Nursing homes 7.2%
76% Pnvate households 6.9%
6.7% Hotels and motels 4.0%
5.1% Department stores 38%
4.6% Hospitals 37%
3.6% Temporary help services firms 3.5%
3.0% Grocery stores 2.6%
2.3% Day care services 2.3%
21%  Apparei 2.2%
1.8% Meat packing 1.9%
1.8% Colleges and universities 1.6%
14%  Agriculture services 1.5%
1.4%
1.3%
1.3%
1.2%

62.4% 52.7%

(1) Primary job is the job at which the AFDC mother worked the longest hours.

Source: IWPR calculations based on the Survey of Income and Program Participation,
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Table 7. Factors Affecting Work/Welfare Packager's Poverty Status (1)

Scenario Probabllity of Living
Above Poverty

Baseline 11
Two years work experience
No high school diploma
No job training (federal or private)
Average number of children (2)
No other adulits in household or child support
No means-tested benefits
No non-means tested benefits
Average welfare benefit per person per month ($129)
Average state unemployment rate (6.6%)
White
Able-bodied

Worsening the Baseline

One additional child 5
African American 5
High unemployment rate (10%) 6
High job volatility {four transitions) 8
Improving the Baseline
Low job voiatility (one transition) 13
High welfare benefit per person per month ($195) 17
10 years work experience 18
Only one child 22
Non-means tested cash benefits 26
Private job training 26
Completed high school 31
Union coverage 39
Income from other family members
12 months 47
24 months 86
Worst Case Scenarios
African American, high unemployment, and unstable work 2
High unemployment, low AFDC benefits 3
($75 per person per month), and unstable work
High unemployment and unstable work 4
Best Case Scenarios
High school diploma, stable work 36
High school diploma, private job training 56
High school diploma, other family income for 12 months 76
High school diploma, other famity income all 24 months 96
Insignificant Results (2)
Infants or toddlers 8
Federal job training 11
Non-working adults in home 11
Self-Employed 17

(1) Based on logistic regression resuits; see the full report for complete
model and results. T
(2) Resuits which did not reach the 10 percent significance level.

Source: IWPR calculations based on the Survey of Income and Program
Participation, 1984-1988.
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Chairman SHAW. Ms. Pearce.

STATEMENT OF DIANA M. PEARCE, PH.D., DIRECTOR, WOMEN
AND POVERTY PROJECT, WIDER OPPORTUNITIES FOR
WOMEN

Ms. PEARCE. Thank you for this opportunity to address the Com-
mittee. I come wearing several hats, so to speak. I come as a Ph.D.
researcher and one-time professor with a long-time interest and ex-
pertise in the area of women’s poverty. I come representing Wider
Opportunities for Women, a 30-year-old national organization lo-
cated here in Washington which runs training programs to prepare
women, mostly black and Hispanic, mostly welfare mothers, for
nontraditional jobs and carries out welfare employment demonstra-
tions nationally.

Third, I come as a representative of the Practitioners Panel, a
group of women who have run training employment programs for
low-income women, many of them welfare mothers for many years,
in different sites across the country. We have developed an alter-
native welfare reform proposal crafted out of their experiences.

I would like to begin with one welfare recipient, drawing from it
the lessons that have shaped the practitioners’ proposal which we
call the Act for Family Development Independence. Before I do so,
I would like to acknowledge the presence of our current group of
trainees who helped contribute to this testimony as part of their
citizenship education.

Cathy, not her real name, was one of WOW’s trainees this past
fall. Cathy got her first job during 8th grade working at McDon-
ald’s part time. After 3 years, she became assistant manager. Then
before her senior year, she took a course in data entry and began
working part time. She graduated from high school, but then was
laid off from her job. The next year, she had her first child and
went on welfare at the age of 19.

The following year she had her second daughter and began work-
ing part time at Toys R Us. The next year, Cathy left welfare, tak-
ing a full-time job with a security firm where she stayed for 4
years. When she was laid off, she received unemployment and then
worked for a short time for a gift shop and was again laid off. This
time when her unemployment ran out, she turned to welfare again
and moved into public housing.

Two years later, she enrolled in WOW’s training program, where
she improved her academic skills, as well as received job skill
training. She is now working as a carpenter’s assistant doing hous-
ing rehabilitation earning abut $8 per hour to start. As she gains
skill and experience, her wages will rise, with journeymen’s wages
topping $20 per hour.

Cathy’s experiences are typical of our trainees and welfare recipi-
ents in general in three ways. As with many welfare recipients, the
jobs Cathy held were short term and dead end. In research done
for the Department of Labor by myself, I found that the typical
low-wage job lasts an average of 1.75 years, and that average var-
iei little by race or gender and seems characteristic of low-wage
jobs.

Second, as with many welfare recipients, Cathy turned to welfare
more than once. Again, in the research that I did for the Depart-
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ment of Labor, I found that low-wage employment experience is dif-
ferent for men compared to women, what I call the chutes and lad-
ders. For men, low-wage jobs are more likely to be the bottom
rungs on ladders, lead to better paying jobs. For women, low-wage
jobs are more often chutes, sending women back into poverty, un-
employment and a return to welfare when they end, just as hap-
pened with Cathy.

Likewise, research found that two-thirds of those who leave wel-
fare for employment return, the majority within 2 years. As with
many welfare recipients, Cathy’s wages did not improve with time.
Without intervention, women who try to leave welfare find they
move from job to job, but do not improve.

Gary Burtless of the Brookings Institute found that women in
their twenties who experience at least 1 year of AFDC increase
their wages over the course of that decade by only 1 percent per
year, compared to 6 percent per year for those who were not wel-
fare dependent.

While welfare mothers work more than ever before, they are
finding it harder than ever to find the jobs and keep the jobs that
permit them to support their families and stay off of welfare.

Finally, as with many welfare recipients, Cathy’s academic skills
were quite limited, though she had completed high school. As is
true with all trainees that WOW serves, her basic skill levels were
below the sixth grade. Burtless found that one-half of women in
their twenties who are dependent on welfare finish high school, but
70 percent score in the bottom quartile of the Armed Forces Quali-
fying Test. What is different, of course, about Cathy’s experience is
she participated in a program designed to address her needs for
both academic and job skills. Called functional context literacy, this
approach teaches academic skills in the context of job specific
skills, and it works.

Cathy’s experience is also exceptional in another sense. She both
had her first child and went on welfare as a teenager. Our concern
with the difficulties faced by very young women having children is
we have slid into some serious misconceptions about the nature of
the AFDC caseload. Only about 8 percent of welfare mothers are
teen mothers, and the average age of welfare mothers is 29 years.
About 3 out of 4 welfare mothers first applied for public assistance
at the age of 20 or higher, one-half are 25 or higher.

Chairman SHAW. I am sorry, as with the speaker before you, I
am going to have to cut you off here. The balance of your testimony
will be made a part of the record.

Ms. PEARCE. Could I do one last paragraph?

Chairman SHAW. Pardon?

Ms. PEARCE. One last paragraph?

Chairman SHAW. One last paragraph.

Ms. PEARCE. Thank you.

The Act for Family Development Independence, which I have in
a flow chart here, focuses on insuring permanent moves off welfare
in a 2-year timeframe for most families. This is accomplished
through up front assessment of the needs of the whole family, both
adults and children, and provision of those services that are appro-
priate to individual families. Because the focus is on outcomes and
the achievement of family self-sufficiency, the States have substan-
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tial flexibility on how they achieve this outcome, in light of local
economic and other conditions. At the same time, the AFDI meets
the needs of a diverse caseload, including teen parents, with a spe-
cial program.

Finally, AFDI recognizes that in order to make the transition to
employment or avoid leaving employment for welfare, many need
a transitional support program that provides child care and health
care to those whose employment does not provide benefits and/or
wages adequate to secure these basic necessities. Altogether, the
AFDI provides a win, win, win program by transitioning welfare re-
cipients into the work force. They win by becoming economically
self-sufficient. The system wins by becoming successful, and the
public wins because families have become more responsible for
themselves and the burden on the public has been lessened.

Thank you.

[The prepared statement and attachments follow:]
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TESTIMONY OF DIANA PEARCE
WIDER OPPORTUNTITIES FOR WOMEN

Thank you for this opportunity to address the Ways and Means Committee at this critical
juncture. I come wearing several hats, so to speak: I come as a Ph.D. researcher and one-time
professor with a longtime interest and expertise in the area of women's poverty. I come
representing Wider Opportunities for Women, a 30-year old national organization located here
in Washington. WOW runs training programs that prepare women, mostly black and Hispanic
welfare mothers, for nontraditional jobs and carries out welfare employment demonstrations
nationally. And, I come as the representative of the Practitioners Panel--a group of women who
have run training and employment programs for low income women, many of them welfare
mothers, for many years--who have developed an alternative welfare reform proposal crafted out
of their experiences.

T would like to begin with a story of one welfare recipient, drawing from it the lessons
that have shaped the practioners’ proposal, which we call the Act for Family Development and
Independence. But before I do so, 1 would like to acknowledge the presence of our current
group of trainees, who helped write this testimony.

Cathy (not her real name) was one of WOW’s trainees this past fall (1994). Cathy got
her first job during 8th grade, working at McDonald’s part-time; after three years, she had
become assistant manager. Then, before her senior year in high school, she took a training
school course in data entry, and began working part-time for a data entry company. She
graduated from high school, but was laid off from her job. The next year she had her first
child, and went on welfare at the age of 19. The following year she had her second daughter
and began working part-time at Toys"R"Us. The next year Cathy left welfare, taking a full-time
job with a security firm, where she stayed for four years. When she was laid off, she received
unemployment benefits, and then worked for a short time for a gift shop, and she was again laid
off. This time, when her unemployment benefits ran out, she turned to welfare again, and
moved into public housing. Two years later, she enrolled in W.O.W.’s training program, where
she improved her academic skills as well as received job skills training. She is now working
as a carpenter’s assistant doing housing rehabilitation, eamning about $8.00 per hour to start.
As she gains skill and experience, her wages will rise, with journeyman’s wages topping $20.00
per hour.

Cathy’s experiences are typical of our trainees, and welfare recipients in general, in three
ways:

1. As with many welfare recipients, the jobs Cathy held were short term, and deadend,

ending in layoffs, In research done for the Department of Labor in 1989, I found that

the typical low-wage job lasts an average of 1.75 years, and that average varies little by

race or gender, but seems to be a characteristic of these jobs.

2. As with many welfare recipients, Cathy tumed to welfare more than once, when she
lost her jobs and had exhausted other supports. Indeed, in the research that I did for the
Department of Labor, I found that the low-wage employment experience is different for
men compared to women, what I call the "chutes and ladders” pattern. While for men
low-wage jobs are more likely to be the bottom rungs on “ladders” leading to better-
paying jobs, for women low-wage jobs are more often "chutes®, sending women back
into poverty, unemployment and/or a return to welfare when they end, just as happened
with Cathy. Likewise, research by Pavetti found that two-thirds of those who leave
welfare for employment return, the majority within two years.

3. As with many welfare recipients, Cathy’s wages did not improve over time. Many
studies have documented this phenomenon: without intervention, women who try to
leave welfare for employment often find that as they move from job to job, and on and
off welfare, their prospects do not improve. As documented by Gary Burtless, women
in their twenties who experienced at least one year of AFDC receipt, increased their
wages over the course of that decade by only about 1% per year (compared to 6% for
comparable young women who had not been welfare dependent). And, all indications
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are that while weifare mothers work more than ever before®, they are finding it harder
than ever before to find the kind of jobs that pay enough wages, provide the necessary
benefits, and last long enough to permit them to successfully and permanently leave
welfare,

4. As with many welfare recipients, Cathy’s academic skills were quite limited, even
though she has completed high school. (As is true of all the trainees WOW serves, her
basic skill levels were below the 6th grade). Burtless found that although one-half of
women in their mid-twenties who are dependent on welfare have finished high school,
70% score in the bottom guartile of the AFQT (Armed Forces Qualifying Test) for their
age group.

What is different of course about Cathy’s experience, is that she participated in a program
designed to address her need for both improved academic skills and job-specific skills.
Modelled on the CET Program in San Jose and others’, WOW'’s program improves trainees’
academic skills in the course of teaching job skills. Called functional context literacy, this
approach teaches academic skills in the context of job-specific skills. Thus for example, math
skilis--such as fractions and triangles--are learned in the course of learning carpentry skills.

Cathy’s experience is also exceptional in another sense: she both had her first child and
went on welfare as a teenager. In our concern with the difficulties faced by very young women
having children, we have slid into some serious misconceptions about the nature of the AFDC
caseload:

o Only about 8% of welfare mothers are teen mothers, and less than 2% are under the age
of 18. The average age of welfare mothers is 29 years, meaning that half of welfare
mothers are 30 or older.

o Approximately three out of four welfare mothers first apply for public assistance at the
age of 20 or higher, and one-half are 25 or older when they first apply. Indeed, because
80% of single teen mothers live with relatives, mostly their parents, becoming a teen
mother is not at all synonymous with welfare receipt--only 30% of teen mothers go on
welfare within three years of their child’s birth.

o Teen mothers are a shrinking proportion of all mothers—down from one of six mothers
in 1970 to one of eight mothers in 1990, and a shrinking proportion of unmarried women
giving birth (down from 50% in 1970 to 30% in 1990). Indeed, the absolute number of
births to teen mothers in 1991 is less than in 1970 or 1980.

In short, women on welfare, as well as all women, are having fewer children, are having them
later, and are marrying less. What this means is that we need to conceive of welfare programs
as serving women who mostly come onto welfare not as teen mothers, but as women in their
twenties, many with substantial low wage labor force experience, and many with previous stints
on welfare (About half of welfare applicants are re-applicants).

Drawing from the experiences of Cathy and literally thousands of other trainees like her,
practitioners from programs from across the country developed the Act for Family Development
and Independence (the AFDI). I will discuss today the four key elements of this proposal, which
are outlined in this testimony, and are summarized in the flow chart that is attached.

1. Using a two generation approach, the AFD} creates a welfare system that provides
comprehensive services, according to individual Family Development Pians, that transition
welfare recipients into the workforce on a two-year timeframe.

We must break the cycle of poverty, and to do so requires strong families. Almost all
mothers on welfare want to be both good parents and good workers, yet all too many of them
are forced to make terrible choices between those two goals. For example, increasingly, they
must decide whether to work without health care coverage--risking their children’s health or their
own if they get sick—or not work in order to be eligible for Medicaid. (Medicaid is supposed

" In 1979, welfare mothers earned about one-fourth of their "potential” earnings (the
earnings they would have had, had they worked full-time, year-round); by 1991, working
welfare mothers earned three-fourths of their potential. Burtless, p. 13.
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to continue for those who leave welfare for a job, but only for one year, and not all receive it).
Clearly, any program that sacrifices the next generation, e.g., by forcing mothers to leave
children in poor child care or without proper medical care, will quickly fail both generations.

Welfare recipients represent a wide range of needs. Not all need training and education
before entering the workforce. At the same time, for the 17-year-old high school dropout with
limited literacy, a small child, and only low-wage work experience, it does not take three weeks
of job search to find out that she is unlikely to find a job that will get her off welfare
successfully. As with Cathy and countless others, she will eventually find employment, but it
is unlikely to last, and it is unlikely to result in enough acquisition of skills and work experience
to lead to better-paying jobs.

Thus, our Act for Family Development and Independence requires that all recipients
participate in an upfront comprehensive assessment of their family and individual needs. This
assessment includes career counseling about occupations that could lead to self-sufficiency for
the mother and her family. Unless women are given real information about a range of
occupational alternatives, including nontraditional jobs and careers available through post-
secondary education, most will end up in traditionally female jobs, many of which are
overcrowded, underpaid, and short term.

Imposing a "work first” or “upfront job search” requirement on all recipients is a one-
size-fits-all approach that is no more appropriate to a diverse caseload than mandating that al/
recipients receive education and training. As with all simple solutions, such an approach works
for some but not others, and imposes costs. Pushing recipients who clearly are not competitive
into the job market without skills also runs the danger of creating failure experiences that make
later success more difficult for the recipient, or anyone else, to achieve.

At a minimum, careful assessment of the recipients’ past history provides a means of
determining what each recipient needs to make a successful exit from welfare. If the recipient,
as with most recipients, has already tried the *work first™ strategy on her own, that is, if she has
already been employed and been unable to meet her family's needs, and has returned to welfare,
she clearly requires either services(e.g., help with securing or paying for child care), and/or
increased skills in order to achieve economic self-sufficiency and an exit from welfare.

For the majority of recipients whose basic skills need improvement (more than 60%)-- and
those with a history of repeated, low-wage, low-skill work (again the majority)--. permanent
transition from welfare will require public in in training for nontraditional or other well-
paid jobs; basic skills enhancement; and targeted on-the-job or work experience opportunities
in occupations where living wage employment and benefits can be attained. Among the
practitioners who crafted the Act for Family Development and Independence are numerous
examples of programs which have accomplished this kind of transition. The Wall Street Journal
article accompanying this testimony documents one of them. Lessons from locales which have
successfully implemented the Nontraditional Employment for Women Act in JTPA can illustrate
the types of career counseling, access to training, employer iavolvement, and systemic changes
that can achieve permanent transitions off welfare. Each of these processes are essential to
ensure success for women entering not only nontraditional, but more traditional employment that
pays self-sufficient wages.

At the same time, practitioners believe that having a time structure, with deadlines, goals,
and timetables--but not time limits—works to increase the speed and effectiveness of recipients’
moving from welfare to self-sufficient work, whether that path is indirect (through education or
training), or directly into the workforce.

In concentrating on the issue of moving recipients into the workforce, the issue of child
care has been neglected. While child care may be available free or at low cost to some (via
friends, relatives, or neighbors), most of those who had such child care available have already
availed themselves of it. As we consider moving welfare mothers with very young children into
the labor force, the issues of cost, availability, and infrastructure will become even greater
barriers than they are today. It is worth repeating that most states have waiting lists (or would
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have, if they kept them) of women on welfare whose only barrier to entering employment, or
education/training leading to employment, is the lack of child care. In the District, the shortage
of resources to meet the demand for child care leads to rationing that results in frustrating waits,
complicated (and unnecessary) requirements, and/or inadequate care.

What is needed is a simple, comprehensive system of child care that allows a mother to
enter training or employment, knowing that her child is well and dependably taken care of while
she is away. This would be a system that did not change requirements as the mother’s status
changes, but instead helps smooth the transition from welfare to work for both mother and child.
In short, we need seamless child care.

2. Performance Standards

Not only welfare recipients, but welfare workers, respond to incentives and sanctions.
While there has been much talk about changing the “culture” of the welfare office, and
reorienting the bureaucracy, nothing will really change until the incentive system changes.
Simply put, welfare workers are rewarded for not making errors in writing checks, period. If
a welfare worker helps a recipient secure child care, get into a training program, or get a job,
she not only gets no reward, she risks making an error. For example, providing transitional
child care to a recipient leaving welfare for work means filling out forms, obtaining
reimbursements--and risk making an error. If she does nothing, however, there is no risk of
error.

In an analysis I did of the operation of performance standards in JTPA, I found that these
standards drove the training programs: requirements that a percentage of participants be placed
in jobs, with certain average wages, for a minimum amount of time, resulted in most JTPA
providers achieving those standards. Lacking JTPA-type owtcome-based standards, welfare
training and job placement programs will continue to fail to adequately serve many recipients.
Performance standards are a key element in any welfare reform, guaranteeing accountability for
public funds and to program clients.

At a minimum, performance standards should address the quantity of jobs obtained (the
job placement rate), and the quality of jobs, specifying minimum and average wage levels, job
retention, and job quality in terms of benefits. To prevent creaming, performance standards
should take into account the different needs, abilities, and barriers among participants, and Jocal
economic conditions, without permitting such circumstances to become rationales for low-level
performance. Performance standards should also take into account overall program performance,
rewarding those which successfully place a high proportion of participants, and sanctioning
programs (but holding harmless individuals) which perform at substandard levels.

3. Transitional Support

Leaving welfare for employment puts many recipients out on a limb in terms of their
family’s security. Many of the first jobs obtained by recipients, even with training, do not
provide sufficient wages nor benefits. Until earnings are sufficient to meet basic needs,
recipients should be able to retain partial benefits as well as noncash benefits, Likewise, it is
essential that child care and health care be provided recipients who leave welfare for
employment. Furthermore, these benefits should be provided for as long as they are needed,
on a sliding scale fee basis, rather than for an arbitrary period of time (one year at present).
Bureaucratic barriers to receiving these benefits should be removed. In addition, these
transitional benefits should be made available to those "at risk™ of going on, or returning to
welfare, because their jobs lack health care benefits or their wages are too low to afford child
care. (The latter is partially provided now through the *At Risk" Child Care Program, but does
not reach the many parents who need it, and who could thereby be prevented from going
on/returning to welfare).

4. Teen Parent Program

A great deal of attention has been paid to the need to address and prevent teen parenting.
As ] noted earlier, this focus is somewhat skewed in the current welfare debate, given the real
proportion of teen mothers on welfare. However, though their numbers may be (relatively)
small, there is no question that teen mothers on welfare have special needs.
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In the experience of practioners, teen parents require a more structured and supportive
program than that provided for adult recipients. Such a program would work quickly with teen
parents who come on to welfare to assess their needs, developing comprehensive plans to
determine their needs for services, as well as their children’s needs. At the same time, the
program must be geared to their special needs. Since a majority of teen parents have been the
victims of abuse or incest as children, special support groups, mentoring programs, appropriate
housing alternatives (if living with parents is not appropriate or available), and counseling related
to childhood abuse and sexual violence should be provided as needed. AFDI would thus work
to both ease the transition into the workforce of welfare mothers, and to prevent low-income
mothers from having to turn to welfare when they could stay employed with the aid of
transitional support program. Early identification of pregnant mothers should begin in the
schools and every effort should be made to sustain young mothers in regular education
programs, enriched with parenting and child development programs.

CONCLUSION

The Act for Family Development and Independence we propose to you focuses on
ensuring permanent moves off welfare, in a two-year timeframe for most families. This is
accomplished through upfront assessment of the needs of the whole family, both adults and
children, and provision of those services that are appropriate to individual families. Because the
focus is on outcomes--the achievement of family self-sufficiency—the states have substantial
flexibility on how they achieve this outcome in light of local economic and other conditions.
At the same time, the AFDI meets the need of a diverse caseload, including teen parents, those
who are ready to immediately enter the workforce, those who need substantial education and/or
training, and those who are in-between. Finally, the AFDI recognizes that in order to make the
transition to employment, or avoid leaving employment for welfare, many need a Transitional
Support Program that provides child care and health care to those whose employment does not
provide benefits and/or wages adequate to secure these basic necessities. Altogether, the AFDI
provides a "win-win-win" program: by transitioning welfare recipients into the workforce, they
"win" by becoming economically self-sufficient, the system "wins" by becoming successful, and
the public "wins" because families have become more responsible for themselves and the burden
on the public has been lessened.
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FLOW CHART: MOVING FROM WELFARE TO THE WORKPLACE
VIA THE ACT FOR FAMILY DEVELOPMENT AND INDEPENDENCE
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About the Women and Poverty Project

The Women and Poverty Project secks to be a woice for, and with, poor women, raising their veeds in
public debates, apalyzing economic and social trends for their impact on low-income women, delineating spadific
policy proposals, and seeking their implementation. }t works on its own, but more commonly in coalition with
other organizations, to develop agendas and scck their adoption. lis activities range from Congressional
testimony, public information activities, hnkmg lotzl nd sate groups with resources, and providing information
and analysis to the media, public poli and Through all these
activitics, WAPP seeks to bridge between research and public policy.

In recent decades women, especially those raising children alooe, have borne morc and more of the
burden of poverty in America, in a trend known as the “feminization of poverty” (a phrase coined by Dr. Diana
Pearce, founder and director of WAPP). Towards the end of reducing the poverty experienced by too many
women and their families, the Women and Poverty Project concentrates its activities in four areas as they impact
on low-income women: housing and bomel '

low-wage employ welfare programs, and poverty trends,
Projects

Welfare Reform: WAPP analyzes proposcd wellare reforms, both state and federal, including such programs

as "Workfare,” "Learnfare,” benefits levels, child support programs, job training, education, and support services.
Receat projects include: With Wider Opp ities for Women, sp Welfarc Reform Practitioner’s
Pancl; Sits on the Board of the Coalition on Human Needs; Testified before President Clinton's
Working Group on Welfare Reform.

Women and Low-wage Empl WAPP h Ib: lmpacl of pant-time, temporary, and scasonal work;
benelits coverage and health i wage levels\, p wage. Rclaled rescarch issues also of
concern include aceess to ! itics for training, and child care.
Rccem Projects u:d\lde. Dcvelorpm:nl of Sdf—Snmncnl:y performance standards for job l.ranung and
duced into 4 asan d 10 JTPA; Conducted h on how

to muoduec non tndmonl :mploymcnl training to JTPA programs; A d Unempl
cligibility acrass the nation to determine uoeven beneits leveks effecling women.

Shelter: The project address three closely-related prublems facing low-income single pasent famiiies: Lhe
sboﬂzgc of affordabl ible, and appropri ng; the growing homelessacss of families; and the
increase in housing discrimination against familics with childrea.
Recent projects include: Co-chair of the Women and Housing Task Force; Created research on
Doubled-Up Households (familics who share their homes); Assessing the impostance of stable housing
on transitioning off welfare.

Poverty Trends: WAPP examines the developing trends in poverty statistics, with emphasis ou womea acd theic
familics, and identifies through testimony and press releases the many barriers womean face in escaping poverty.

The Women and Poverty Projcd is at Wider Oppomumms fa Women, which advocates for training
and employm:nl issues at the national level and du jooal training and basic skills/litcracy
programs on-sitc for Washington area women.

Wider Opportunities for Women, Inc.
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Wider Opportunities for Women

About WOW

Wider Opportunities for Women (WOW) works nationally and in its home community
of Washington, D.C. to achieve economic independence and equality of opportunity for
women and girls. For nearly 30 years, WOW has belped women learn to eam, with
programs emphasizing literacy, i and ditional skills, and career
development. Since 1964, WOW has trained more than 10,000 women for well-paid
work.

What began as a local Wulunglon effon o hzlp women help themselves has become a
multi-faceted women's ...,. i’ or iopally for its skills
ining models, techni and ad for women workers. While it
continues to provide training services locally, WOW also leads the Women's Work
Force Network (WWFN) comprised of over 500 independent vomen's employment
programs and advocates in every state and the District of Columbis. Each year, the
Network reaches more than 300,000 women secking employment information,
counseling, training and jobs. With its unique perspective as a job trainer and policy
moaitor, WOW is a respected advocale for the needs and rights of women workers.

1994 Activities

TheWOMANLlNCPhued-suﬂ" lop rkshops and technical assi for
hing literacy in the context of employment or

mlergeneuuoml pmgrnms,

Leadership Development Project: state-based institutes and folIW‘up suppor( designed

to incresse the effectiveness of womea's ad in y ploy and

training organizations;

Nontraditiona! Employment Training Project: technical assistance for the JTPA

system on improving the access of women to nontraditional occupations;

Eduuuoml Equ-ty Opum Project (EEOP): consultation with school systems to

pportuaitics for women and girls;

The Women at Work Awards: a recognition event o celebrate exceptional

contributions to working women in the media, public policy, in the workplace, and in

individual leadership;

The Sexual Harassment Solutions Project: a best practices project identifying programs

and policies that prevent or address sexual harassment in the workplace;

The Family Literacy Pfujett 3 program for local area women integrating basic skills,
duction to | and ical jobs, and family learning lcuvmel,

The DC NEW Act Project: a local public education and technical project o

increase the numbess of low income women entering and succeeding in training for

nontraditional jobs.

Leadership

WOW is governed by a Board of Directors and guided by advice from the National
Commission on Working Women, the Regional Leaders of WOW's Women's Work
Force Network, and a local Industry Advisory Council. WOW’s Board Chair is Anna
Padia; Chair of the Commission, Jrene Natividad; and Executive Director is Cynthia
Marano.
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| WORKPLACE

il

Training Women for Tough Guys’ Jobs

By FRED R. BLEAKLEY
St tepurier of THL Watt. STREyT JivasaL

#iing winds and a fresh spowfall
kept most Milwaukee residents indoors
on a recent Wednesday. But Kimberly
Miller had work 1o do.

With a heavy tool belt around her
waist and a hard hat covering the hood of
her sweatshirt, she strapped iron galfls
onto her shins and climbed a 35-fout utfll-
ty pole. The 22-year-old single mother of-
three is training to repair and instali elec- -
trical lines for Wisconsin ‘Electric Power

Co.~one of the companies pamupnnng T

in an ambitious effort to find rontradi-
tional Jobs [or wornen on wellare. & |
Dozens of Milwaukee weifare mothers
are training to become welders, machin-
ists. printers, sheet-metal workers. auto
mechanics and carpenters. All are partic-
ipating in Milwaukee NET, which is run
by the local YWCA and was originaliy
funded by the Washington, D.C.—based
advecacy group Wider Opportunities for
Women (WOW). Milwaukee NET's goal:
to place women in occupations in which
less than 25% of the work force is female.
As the clamar for welfare reform
meunts to include proposals for curtailing
wellzre to women with dependent chul:
dren, such training efforts are under grow-
ing scrutiny. And Milwaukee NET is among
the most successful. Since its training pro-
grams started two years ago, with help from

a Ford Foundation grant, Milwaukee NET

has placed 90 of its 100 graduates in relative-
ty high-paying nontraditional jobs. Eighty-

three of them remain in noniraditional jobs.

Ms. Miller, who lives on public assis-
tance white she's 1n training, will receive a
starting salary of $15 an hour if she passes

l\:mbrrlv Miller

rigorous aptitude and physical tests after
nine months of training. That's much better
than Lhe series of minimum wage, dead-end
jobs that lett her “struggling mm\m after
month o survive,” she says. .

For the same reason. Jilt Baxllargeon
26. has been toughing it out as aa appren-
tice plumber. Now earning about $10 an
hour. the singte mother of three will
muve Up 1o $22.4 il she makes journey-
man n four vears.

Job-training programs nationwide
are using Milwaukee NET as their
guide. “Milwaukee helped us learn suc-
cessful stralegies that can be used in
other communities,” says Cindy Mars-
no, WOW's executive director. WOW. a
30-year-oid nonprofit group, was a dn-
ving force behind 1991's Nontraditional
Employment for Women (NEW} Act,
which requires all lederal job-training
centers {o increase training for women
in nontraditional jobs.

In Milwaukee, women on wellare
who seek federal job training hear a
three-hour talk on nontraditional jobs,
which, they learn. typicaily pay 205 1o
30% more than traditionally female oc:
cupations like health-care. Women who
like the idea. ol doing nontraditional
Jobs enroll in Milwaukee NET and
spend a week touring training sites to
decide which profession they like best.
After a series of screening and aptitude
tests and before the actual apprentice-
ships begin, the women go to the
YWCA for two weeks of courses, which
include remedial math and physical
conditioning. as well a3 lessons in han-
dling sexual harassment.

There is also conslant confidence
building. “You can't let things get nega-
tive,” - says machine-looling instructor
Susan Lunsford.

Desg.le WOW's recent success, critics
of nontraditional work for wemen contin-
tte 10 believe thal {oo few welfare women
will sutceed at these jobs and that the Mi)
waukee NET appmach is 100 expensive to
be practical for larger groups.
Nontraditional job traimng “'is a drup

Please Turn to Page B6. Column 4
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Women Learnto Fix Automobiles
And Do Other Typical ‘Guy’ Jobs

Continued From Pape Bl
in the ocean,” says Anthony Carnevale,
chairman-of President Clinton's Nationa}
Commission for Employment Policy. He
thinks wellare mothers should seek to
make “'beachheads in new technology In-
dustries,” such as telecommunications.
Over the next 1$ years, hundreds of thou-
sands of new low- 10 moderate-skill jobs
will be needed to buiid wireless transmis-

sion centers and other interactive serv- -

ices.

Meanwhile, WOW remalns ambitious. :

Ms. Marano hopes to have 10% of working
women tn nontraditional jobs in five years,
up from 6.6% today. In the past 15 yeers,
the percentage of women in nontraditional
white-collar jobs such as law and medicine
has increased. but there has been a slight
dectine in the percentage of women in
. blue-collar work.

WO aims to change all that. Looking
at Mllwaukee NET, it's hard (o argue that
the effort isn’'t making a difference for at
Jeast some women. A

One is Tina Couillard, 38, formerly a
battered wife. Now running computer-
ized gear-grinding machines, Ms. Couil-
lard credits Miiwaukee NET with “caring
when no one else did”" and heiping her
show her children “if you keep learning,
life will turn around.”™ .

Another graduate is Cindy Wyndham,
who says her job at EST Co., an aluminum
foundry, is ~a godsend; there had been
days counting pennies lo buy & loose
cigarette.” She had moved with two of her
three children to Milwaukee from Chicage
in 1990 after her husband was stabbed 1o
death in a street fight. Only after Ms.
Wjyndham persevered in the foundry job
could she afford a refrigeralor.

- Milwaukee NET has had its share of
problems, 0. At first, there wasn't a big
enough pusi. Lo sign up unions and corpora-
tions 1o offer traiming or apprenticeship
programs, says Nancy Hoffman, a former
plumber who heads the program.

But research showed there would be
jobs available 1o women with the right
skills. So Ms. Hoffman and the Private
Industry ‘Council, which administers fed-
eral job funds, litked up with the Mitwau-
kee Area Technical College (using federal
job Iunds to pay the tuitionl. MATC
now teaches classes in welding and ma-
chining expressly for Milwaukee NET
students. Harley-Davidson Inc. also came
through by agreeing to hire trained women
and enlisting three of its suppliers to do
s0.
Even so, training does not guaraniee a
job, as the eight womnen in the first Wiscon-
sin Electric line-mechanics class found
out. After nine months of training for
$15-an-hour jobs, only one passed the apti-
tude test; then she flunked the physicat. All
used their training to find other nontradi-
tional jobs. however, for $8 or more an
hour. Milwaukee NET has since revamped
its line mechanics training school, and all
of the original eight women plan to take the
line mechanics test again in April.

Another problem Milwaukee NET had
w0 remedy quickly was Jack of support for
women who encountered difficulties at
work. “The realities of the workplace can
be quite different from tralning, " says Ms.
Hoffman. Her staff now spends es much as
half of its time keeping in touch with
graduates and their employers.

Ms. Holfman was surprised to learn
recently that one of her graduates (s
unhappy because ane of the men a1 work
called her “'stupid,” and other co-workers
are reluctant to heip her outon the job. Ms.
Hoffman vows 10 have a talk with the
woman and her empiover if necessary.
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Chairman SHaw. Thank you.
Mr. Flemming.

STATEMENT OF HON. ARTHUR S. FLEMMING, CHAIR, SAVE
OUR SECURITY COALITION; AND FORMER SECRETARY, U.S.
DEPARTMENT OF HEALTH, EDUCATION AND WELFARE

Mr. FLEMMING. Thank you, Mr. Chairman, for the opportunity of
appearing before this Committee.

The Speaker of the House, in characterizing the programs that
are under discussion at this time, including AFDC and SSI, wound
up his characterization by saying we need to simply reach out,
erase the slate and start over.

I was a reporter for what is now the “U.S. News & World Report”
at the beginning of the Franklin Roosevelt administration. Up to
that time the national community had paid very little, if any, at-
tention to promoting the best interests of its people. I heard Presi-
dent Roosevelt appeal to the national community to pool its re-
sources, both public and private, in order to help one another deal
with the hazards and vicissitudes of life.

I saw one program after another emerge as a result of this ap-
peal under the overall heading of Social Security. I have continued
to see one President after another and one Congress after another
build on this concept.

I had the privilege of serving in President Eisenhower’s Cabinet
in both his first and second terms, the first term as Director of De-
fense Mobilization, the second term as Secretary of Health, Edu-
cation and Welfare. I observed the President appealing to the Con-
gress of the United States with success to strengthen the Social Se-
curity Program through very significant amendments for our social
insurance program for retirees and also for survivors.

I witnessed his appealing to the Congress with success to add the
disabled to the Social Security Program. I saw him also recommend
to the Congress a very liberal program designed to assist the elder-
ly in dealing with their health care. In fact, I had the privilege of
presenting that program to this Committee, and I am always proud
of the fact that I did have the opportunity of presenting it.

Likewise, as President Eisenhower thought in terms of a national
community, I witnessed him recommend to the Congress and have
the Congress accept the National Defense Education Act. In other
words, President Eisenhower was a President who believed in
building the national community.

I also had the privilege of serving on the White House staff
under President Nixon, particularly in 1972. In that year, I saw
him sign a bill calling for a 20-percent increase in Social Security,
the last overall increase that we have had. I saw him persuade the
Congress of the United States that, as far as Social Security bene-
fits are concerned, they should be adjusted annually for cost of liv-
ing.

I saw him also recommend to the Congress of the United States
an income floor for the entire population. It passed the House, but
the Senate would not accept it. Having failed to get a full loaf, he
asked for half a loaf. He asked the Congress to approve the Supple-
mental Security Income Program for the aged and blind and dis-
abled. T also saw him recommend to the Congress of the United
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States that the national community adopt a national health plan
with employer mandates. He was a firm believer in the develop-
ment and strengthening of the national community.

I have also had the opportunity of serving under Democratic
Presidents who have taken similar steps. It has been a bipartisan
effort to bring into existence a national community that cares about
its citizens.

I had the privilege under President Bush’s administration to
serve as chairman of a committee that did an indepth study of the
Supplemental Security Income Program. We found that that pro-
gram aided millions of people. We found it could be improved. We
made recommendations for its improvement.

I am proud to belong to a national community that is responding
to the needs of millions of its citizens, but I do not believe that this
is the time to erase the slate and start over again. I believe we
should build on the accomplishments of the past and improve the
role of the national community, as well as State and local commu-
nities and also the private sector.

Thank you.

[The prepared statement follows:]
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TESTIMONY OF

ARTHUR S. FLEMMING
Chair, Save Our Security Coalition
Former Secretary of Health, Education and Welfare

I. Introduction

A. I appreciate the opportunity of appearing before this
committee on behalf of the Supplemental Security Income (SSI)
program.

B. The overall attempt to reduce the number of poor on both
SSI and AFDC programs is to save money in order to reach a balanced
budget by 2002.

C. The Speaker of the House in describing this crusade
against the poor characterized all the programs that are under
consideration in the following manner:

"They are a disaster. They ruin the poor. They create a culture of
poverty and a culture of violence which is destructive to this
civilization, and they have to be thoroughly replaced from the
ground up. We need to simply reach out, erase the slate and start
over."

D. I was a reporter for what is now the U.S. News and World
Report at the beginning of the Franklin Roosevelt Administration.

1. Up to that time, the national community had paid very
little, if any, attention to promoting the best interests of its
people.

2. I heard Franklin Roosevelt appeal to the national
community to pool its resources, both public and private, in order
to help one another deal with the hazards and vicissitudes of life.

3. I saw one program after another emerge as a result of
this appeal.

4. I have continued to see one President after another
and one Congress after another build on this concept.

5. I am proud to belong to a national community that has
responded to the needs of millions of its citizens.

E. Now we are told that the accomplishment of sixty years
should be erased and we should start over.

II. Body

A. When President Nixon, in 1972, called upon the national
community by pooling its resources, public and private, to provide
assistance to the aged, blind, and disabled in dealing with the
hazards and vicissitudes of life the nation responded and SSI was
born.
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1. It provides for a national income floor, which today
is still below the poverty line.

2. In August 1992, I submitted, as Chairman, a report on
SSI by a panel of persons outside of government who had been
appointed by Gwendolyn S. King, the Commissioner of Social Security
under President Bush.

B. Our group found that millions of persons had their
standard of living lifted by SSI, although it was still below the
poverty line.

1. We concluded that SSI could be improved, and made
suggestions for its improvement.

2. We believed that it had made and was making a
tremendous contribution to the people of our national community.

C. H.R. 4 would strike at the heart of SSI and AFDC.

1. It would terminate both programs as entitlement
prograns.

2. In 1993, SSI approved the applications of 970,000
persons who were entitled to benefits.

D. If H.R. 4 became the law of the land some of the close to
one million persons who each year are declared eligible for SSI
would be told they could not claim their benefits because the
Social Security Administration had run out of money.

1. SSI would have to determine which persons were not
going to receive their benefits on a first-come, first-served
basis.

2. Or it would be necessary to establish a system to
determine those who needed the services more than others.

3. The same would be true for the AFDC program.
III. Conclusion

A. Whatever system is used, thousands of eligible persons
would be turned away in an arbitrary and capricious manner.

B. We know that, although we are the wealthiest nation in the
world, the rich are getting richer and the poor poorer.

C. We should be engaged in a crusade to serve the poor by
meeting their everyday needs but at the same time a crusade that
does everything possible to aid the adults under both programs to
find a place in the labor market.

D. SSI and AFDC should be retained as entitlement programs.
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Chairman SHAW. Thank you, Mr. Flemming.
Mr. Johnson.

STATEMENT OF HON. RANDY JOHNSON, COUNTY COMMIS-
SIONER, HENNEPIN, MINNESOTA; AND THIRD VICE
PRESIDENT, NATIONAL ASSOCIATION OF COUNTIES

Mr. JoHNsSON. Thank you, Mr. Chairman and Members of the
Subcommittee.

I am Randy Johnson, Commissioner of Hennepin County, Min-
nesota, and third vice president of the National Association of
Counties, NACO, which represents the Nation’s 3,000 counties. I
am pleased to be before you today to talk about the county perspec-
tive on welfare reform and to share some information about Min-
nesota’s welfare reform program that has very strong bipartisan
support in our State.

In the interest of time, I will summarize my remarks and ask
that my full statement be included in the record.

The role of county governments in welfare varies widely among
the States. In some States, welfare is solely a State responsibility.
In 18 States, counties contribute to the administrative costs of
AFDC, and in 11 States counties also help match the non-Federal
share of benefits. Child welfare, child support, child care and other
support services are also provided by counties.

NACO shares many of the concerns and goals in welfare reform.
We support the development of a comprehensive simplified welfare
system that rewards work, strengthens families and trains people
for jobs that promote long-term self-sufficiency. We agree that child
support enforcement efforts need to be improved and enhanced.

NACO is very concerned, however, about the effect that the
capped block grant proposals will have on county government.
NACO'’s policy opposes block grants and spending caps for Federal
entitlement programs, such as AFDC, food stamps and foster care.
Our policy also supports maintaining the entitlement nature of
these programs, both for State reimbursement and for individual
benefits.

Entitlement programs for low-income families and children are
designed to provide basic subsistence needs. They respond to condi-
tions of the national economy, such as inflation, unemployment and
increases in poverty that are beyond the control of State and local
governments. Under a capped block grant, there would be no addi-
tional Federal funding available to meet increased demand for
these services in case of a recession, and that is when the help is
needed the most.

Strict time limits are also a concern. NACO generally supports
the concept of time-limited assistance. Qur policy, however, does
not specify specific time limits and further stipulates that they
must be accompanied with adequate Federal funds for job training,
job creation and support services, such as child and health care.
The reason for our concern about strict time limits are that in some
areas there may be not be suitable available employment and that
welfare participants have different skill training needs. Local offi-
cials should be able to determine time limits and whether to pro-
vide education and training or require immediate job placement.
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Another issue of great concern to counties is the proposed elimi-
nation of benefits to legal immigrants. One reason for our concern
is the possible increase in the number of people using emergency
rooms and uncompensated care in county hospitals due to the
elimination of basic Medicaid and other public health services. Es-
tablishing and enforcing immigration policy is a Federal respon-
sibility, and the Federal Government should therefore also have
the financial responsibility for this population.

While NACO generally opposes block grants in entitlement pro-
grams, if these block grants are enacted, we have the following rec-
ommendations: First, there must be some financial protection for
State and local governments in the case of economic downturns. I
understand that you are considering such a provision in the form
of a rainy day fund.

Second, flexibility must not stop at the State level. It must also
be extended to local governments. Third, local elected officials must
be involved in developing State plans. A mandate from the State
capitol in St. Paul is every bit as much of a mandate as one that
comes from Washington, DC. Fourth, overly prescriptive require-
ments should not be included. Fifth, there should be national per-
formance goals, rather than strict requirements. These goals
should be based on outcomes, rather than on meeting audit and eli-
gibility requirements. Finally, NACO supports the national mini-
mum benefits standard. This provision would become particularly
important if both the AFDC and Food Stamp Programs are turned
into block grants, because the food stamp benefit now serves as
something of an equalizer in States that have low AFDC benefits.

In conclusion, Mr. Chairman and Members of the Committee, let
me take a moment to tell you about what we are doing in Min-
nesota with the Federal waiver that it took us 6 years to obtain.
In 1994, Minnesota began a pilot program in seven counties called
the Minnesota Family Investment Program or MFIP. My county of
Hennepin, which includes Minneapolis and suburbs, is one of the
State’s seven program sites.

MFIP targets the likely long-term recipients, those under 22,
never married, no diploma or GED. This is the group that in our
State, and I think nationally, is by far the longest and most likely
long-term recipients. Under MFIP, the 38-percent income disregard
is not time limited, the 100-hour rule has been eliminated, and
families can increase their income to about 150 percent of the pov-
erty level. We have done this for only 7 months, Mr. Chairman, our
success is preliminary, but very good. These are the types of pro-
grams that we think States will enact and local governments will
implement if we have the flexibility.

Again, thank you, Mr. Chairman. We appreciate this oppor-
tunity.

[The prepared statement and attachment follow:]
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TESTIMONY OF RANDY JOHNSON
NATIONAL ASSOCIATION OF COUNTIES

MR. CHAIRMAN, MEMBERS OF THE SUBCOMMITTEE, I AM RANDY JOlINSdN,
COMMISSIONER OF HENNEPIN COUNTY, MINNESOTA, AND THIRD VICE
PRESIDENT OF THE NATIONAL ASSOCIATION OF COUNTIES (NACO). I AM
VERY PLEASED TO APPEAR BEFORE YOU TODAY TO TALK ABOUT THE
COUNTY PERSPECTIVE ON WELFARE REFORM AND TO SHARE WITH YOU
SOME OF THE EXCITING THINGS WE ARE DOING IN MINNESOTA. IN THE
INTEREST OF TIME, [ WILL SUMMARIZE MY REMARKS AND ASK THAT MY
FULL STATEMENT BE INCLUDED IN THE RECORD.

THE ROLE OF COUNTY GOVERNMENTS IN WELFARE VARIES WIDELY
AMONG STATES. IN SOME STATES WELFARE IS SOLELY A STATE
RESPONSIBILITY. IN EIGHTEEN STATES COUNTIES CONTRIBUTE TO THE
ADMINISTRATIVE COSTS OF THE AID TO FAMILIES WITH DEPENDENT
CHILDREN (AFDC). IN ELEVEN STATES, COUNTIES ALSO HELP MATCH THE
NON-FEDERAL SHARE OF BENEFITS. CHILD WELFARE, CHILD SUPPORT,
CHILD CARE, AND OTHER SUPPORT SERVICES ARE OFTEN PROVIDED BY
COUNTIES.

THE RESPONSIBILITY FOR GENERAL ASSISTANCE (USUALLY FOR
SINGLE ADULTS WITHOUT DEPENDENTS) IS SOMETIMES SHARED BY THE
STATE AND THE COUNTIES, AS IS THE CASE IN NEW YORK. IN OTHER
STATES, SUCH AS CALIFORNIA, COUNTIES HAVE FULL RESPONSIBILITY FOR
GENERAL ASSISTANCE. AS YOU KNOW, MR. CHAIRMAN, YOUR STATE OF
FLORIDA DOES NOT HAVE A GENERAL ASSISTANCE PROGRAM, BUT SOME

COUNTIES FUND EMERGENCY PROGRAMS.
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NACO SHARES MANY OF YOUR CONCERNS AND GOALS IN WELFARE
REFORM. WE SUPPORT THE DEVELOPMENT OF A COMPREHENSIVE,
SIMPLIFIED WELFARE REFORM SYSTEM THAT REWARDS WORK,
STRENGTHENS FAMILIES, AND TRAINS PEOPLE FOR JOBS THAT PROMOTE
LONG-TERM SELF-SUFFICIENCY. WE AGREE THAT CHILD SUPPORT
ENFORCEMENT EFFORTS NEED TO BE ENHANCED.

NACO IS VERY CONCERNED, HOWEVER, ABOUT THE EFFECT THAT
CAPPED BLOCK GRANT PROPOSALS WILL HAVE ON COUNTY GOVERNMENTS.
NACO’S POLICY OPPOSES BLOCK GRANTS AND SPENDING CAPS FOR
FEDERAL ENTITLEMENT PROGRAMS SUCH AS AFDC, FOOD STAMPS, AND
FOSTER CARE. OUR POLICY ALSO SUPPORTS MAINTAINING THE
ENTITLEMENT NATURE OF THESE PROGRAMS, BOTH FOR STATE
REIMBURSEMENT AND INDIVIDUAL BENEFITS.

ENTITLEMENT PROGRAMS FOR LOW-INCOME FAMILIES AND
CHILDREN ARE DESIGNED TO PROVIDE BASIC SUBSISTENCE NEEDS. THEY
RESPOND TO CONDITIONS OF THE NATIONAL ECONOMY, SUCH AS
INFLATION, UNEMPLOYMENT, AND INCREASES IN POVERTY THAT ARE
BEYOND THE CONTROL OF STATE AND LOCAL GOVERNMENTS. UNDER A
CAPPED BLOCK GRANT, THERE WOULD BE NO ADDITIONAL FEDERAL
FUNDING AVAILABLE TO MEET THE INCREASED DEMAND FOR CASH
ASSISTANCE AND OTHER SOCIAL SERVICES IN CASE OF A RECESSION. AND
THAT IS WHEN THE HELP IS NEEDED THE MOST. SO OFTEN WE HEAR - AND

MANY OF US WHO RUN FOR ELECTIVE OFFICE SAY - “WHEN TIMES GET
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TOUGH, THE GOVERNMENT HAS TO TIGHTEN ITS BELT TOO.” THAT’S TRUE
IN MANY AREAS. BUT WHEN “TIMES GET TOUGH” IS EXACTLY WHEN NEED
FOR THESE TYPES OF ECONOMIC ASSISTANCE ARE THE GREATEST.

WE BELIEVE THAT THERE ARE MANY THINGS THAT CAN BE DONE TO
SIMPLIFY THE SYSTEM AND REMOVE BARRIERS TO EMPLOYMENT AND
FAMILY FORMATION WITHOUT CHANGING TO CAPPED BLOCK GRANTS.
THERE SHOULD BE UNIFORM RULES AND DEFINITIONS (PARTICULARLY FOR
ASSETS SUCH AS AUTOMOBILES) AMONG FEDERAL MEANS-TESTED
PROGRAMS SUCH AS AFDC, FOOD STAMPS AND MEDICAID. STATES SHOULD
BE ALLOWED TO ELIMINATE THE 100 HOUR RULE AND INCREASE EARNINGS
DISREGARDS WITHOUT GOING THROUGH THE WAIVER PROCESS. ANOTHER
POSSIBILITY WOULD BE TO EXPAND THE WAIVER AUTHORITY FOR THE
FOSTER CARE PROGRAM THAT CONGRESS ENACTED LAST YEAR.

WELFARE REFORM MUST INCLUDE AN AGGRESSIVE FEDERAL
STRATEGY TO CREATE JOBS, PARTICULARLY PRIVATE SECTOR JOBS.
SUPPORT SERVICES SUCH AS HEALTH CARE, CHILD CARE, AND
TRANSPORTATION ARE ESSENTIAL TO HELPING FAMILIES ACHIEVE LONG-
TERM SELF-SUFFICIENCY. STATES SHOULD BE ALLOWED TO INCREASE
TRANSITIONAL SERVICES SUCH AS MEDICAID AND CHILD CARE BEYOND
ONE YEAR WITH FEDERAL FINANCIAL SUPPORT.

IN APRIL 1994, MINNESOTA BEGAN A PILOT PROGRAM IN SEVEN
COUNTIES, CALLED THE MINNESOTA FAMILY INVESTMENT PROGRAM
(MFIP). I WAS INVOLVED IN THE ADVISORY GROUP THAT DEVELOPED MFIP,
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AND OBTAINED THE FEDERAL WAIVERS. MY COUNTY OF HENNEPIN, WHICH
INCLUDES MINNEAPOLIS AND ITS SUBURBS, IS ONE OF THE STATE’S SEVEN
PROGRAM SITES. UNDER MFIP THE 38% INCOME DISREGARD IS NOT TIME-
LIMITED; THE 100-HOUR RULE HAS BEEN ELIMINATED; AND FAMILIES CAN
INCREASE THEIR INCOME TO ABOUT 150% OF THE POVERTY LEVEL BEFORE
LEAVING MFIP. THE PROGRAM ALSO INCLUDES PERFORMANCE
EXPECTATIONS AND REQUIRES THOSE WHO DO NOT LEAVE MFIP
ASSISTANCE ON THEIR OWN TO WORK WITH A CASE MANAGER. IN SHORT,
THE BASIC PHILOSOPHY OF MFIP IS THAT ABLE-BODIED PEOPLE SHOULD
ALWAYS BE BETTER OFF WORKING THAN ON WELFARE; THAT THERE IS
NOTHING WRONG WITH ASKING ABLE-BODIED WELFARE RECIPIENTS TO DO
SOMETHING IN EXCHANGE FOR A GOVERNMENT CHECK; AND THAT THE
GOAL OF WELFARE SHOULD BE SELF-SUFFICIENCY.

ALTHOUGH THE PROGRAM IS ONLY NINE MONTHS OLD, MFIP IS
PRODUCING VERY ENCOURAGING PRELIMINARY RESULTS. THIRTY-TWO
PERCENT OF THE URBAN FAMILIES ARE EMPLOYED, COMPARED TO
FOURTEEN PERCENT IN THE NON-MFIP COMPARISON GROUP. FIFTY-TWO
PERCENT OF THE RURAL FAMILIES ARE EMPLOYED COMPARED TO THIRTY-
FOUR IN THE CONTROL GROUP. THE EARNINGS OF MFIP FAMILIES IN URBAN
COUNTIES ARE ABOUT TEN PERCENT HIGHER THAN IN THE CONTROL
GROUP. I HAVE BEEN TOLD THAT HENNEPIN COUNTY LEADS ALL URBAN

COUNTIES IN THIS RESPECT.
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ONE OF THE MAJOR OBJECTIVES OF WELFARE REFORM SHOULD BE
TO PROTECT CHILDREN. SOME OF THE PROVISIONS IN THE PERSONAL
RESPONSIBILITY ACT SUCH AS FAMILY CAPS, AND DENYING BENEFITS TO
CHILDREN FOR WHOM PATERNITY HAS NOT ESTABLISHED ARE THEREFORE
VERY TROUBLING. ONE OF THE UNINTENDED CONSEQUENCES OF THESE
PROPOSALS COULD BE TO INCREASE FOSTER CARE PLACEMENTS.

IN MANY JUVENILE COURT STATUTES, THE DEFINITION OF NEGLECT
INCLUDES LACK OF FOOD, CLOTHING, SHELTER, AND MEDICAL CARE. THE
COMBINATION OF CAPPED BLOCK GRANTS AND DENIAL OF BENEFITS TO
CHILDREN WOULD COMPOUND THE PROBLEM. WE MUST PRESERVE A
NATIONAL SAFETY NET FOR CHILDREN; ONE OF ITS MOST IMPORTANT
COMPONENTS IS CONTINUING FOSTER CARE AS AN ENTITLEMENT
PROGRAM.

STRICT TIME LIMITS ARE ALSO A CONCERN. NACO GENERALLY
SUPPORTS THE CONCEPT OF TIME-LIMITED ASSISTANCE. OUR POLICY,
HOWEVER, DOES NOT SPECIFY SPECIFIC TIME LIMITS AND FURTHER
STIPULATES TﬂT THEY MUST BE ACCOMPANIED WITH ADEQUATE
FEDERAL FUNDS FOR JOB TRAINING, JOB CREATION, AND SUPPORT
SERVICES SUCH AS CHILD CARE AND HEALTH CARE. THE REASONS FOR OUR
CONCERN ABOUT STRICT TIME LIMITS ARE THAT IN SOME AREAS THERE
MAY NOT BE SUFFICIENT AVAILABLE EMPLOYMENT, AND THAT WELFARE
PARTICIPANTS HAVE DIFFERENT SKILLS TRAINING NEEDS. LOCAL
OFFICIALS SHOULD BE ABLE TO DETERMINE TIME LIMITS AND WHETHER
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TO PROVIDE EDUCATION AND TRAINING OR REQUIRE IMMEDIATE JOB
PLACEMENT.

ANOTHER ISSUE OF GREAT CONCERN TO COUNTIES IS THE PROPOSED
ELIMINATION OF BENEFITS TO LEGAL IMMIGRANTS. NACO STRONGLY
OPPOSES ELIMINATING PROGRAM ELIGIBILITY FOR LEGAL IMMIGRANTS.
THE MAJORITY OF LEGAL IMMIGRANTS WORK AND CONTRIBUTE THEIR
SHARE OF TAXES. THEY ARE OFTEN, HOWEVER, EMPLOYED IN YERY LOW
PAYING JOBS THAT DO NOT PROVIDE BENEFITS SUCH AS HEALTH CARE.
MANY OLDER IMMIGRANTS WHO QUALIFY FOR SUPPLEMENTAL SECURITY
INCOME DO SO BECAUSE THEY CAME TO THIS COUNTRY AT AN OLDER AGE
AND DID NOT WORK THE NECESSARY QUARTERS TO QUALIFY FOR SOCIAL
SECURITY.

WE ARE VERY CONCERNED ABOUT THE EFFECT THAT THESE
RESTRICTIONS WILL HAVE ON LOCAL PROGRAMS. ONE AREA THAT IS
PARTICULARLY TROUBLESOME IS THE POSSIBLE INCREASE IN THE NUMBER
OF PEOPLE USING EMERGENCY ROOMS AND UNCOMPENSATED CARE IN
COUNTY HOSPITALS DUE TO THE ELIMINATION OF BASIC MEDICAID AND
OTHER PUBLIC HEALTH SERVICES. ESTABLISHING AND ENFORCING
IMMIGRATION POLICY IS A FEDERAL RESPONSIBILITY, AND THE FEDERAL
GOVERNMENT SHOULD THEREFORE ALSO HAVE THE FINANCIAL

RESPONSIBILITY FOR THIS POPULATION.
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WHILE NACO GENERALLY OPPOSES BLOCK GRANTS IN ENTITLEMENT
PROGRAMS, IF THESE BLOCK GRANTS ARE ENACTED, I HAVE THE
FOLLOWING RECOMMENDATIONS.

1) THERE MUST BE SOME FINANCIAL PROTECTION FOR STATE AND LOCAL
GOVERNMENTS IN THE CASE OF ECONOMIC DOWNTURNS. I UNDERSTAND
THAT YOU ARE CONSIDERING SUCH A PROVISION IN THE FORM OF A “RAINY
DAY” FUND.

2) FLEXIBILITY MUST NOT STOP AT THE STATE LEVEL. IT MUST ALSO BE
FXTENDED TO LOCAL GOVERNMENTS. IN MINNESOTA WE HAVE URBAN
COUNTIES, SUBURBAN COUNTIES, RURAL COUNTIES, AND INDIAN
RESERVATIONS, ALL WITH DIFFERENT CHARACTERISTICS AND DIFFERENT
NEEDS.

3) LOCAL ELECTED OFFICIALS MUST BE INVOLVED IN DEVELOPING STATE
PLANS. A MANDATE FROM THE STATE CAPITAL IN ST. PAUL IS EVERY BIT
AS MUCH OF A MANDATE AS ONE THAT COMES FORM WASHINGTON, D.C..

4) OVERLY PRESCRIPTIVE REQUIREMENTS SHOULD NOT BE INCLUDED.

5) THERE SHOULD BE NATIONAL PERFORMANCE GOALS RATHER THAN
STRICT REQUIREMENTS. THESE GOALS SHOULD BE BASED ON OUTCOMES
RATHER THAN ON MEETING AUDIT AND ELIGIBILITY REQUIREMENTS. ONE
OF THE MAJOR GOALS SHOULD BE MOVING FAMILIES INTO LONG-TERM

SELF-SUFFICIENCY. OTHER BENCHMARKS COULD INCLUDE INCREASED
HIGH SCHOOL COMPLETION RATES FOR TEENAGE PARENTS, INCREASED

PATERNITY ESTABLISHMENT, AND REDUCTIONS IN TEENAGE PREGNANCY.



927

IN ADDITION, NACO SUPPORTS A NATIONAL MINIMUM BENEFIT
STANDARD. THIS PROVISION WOULD BECOME PARTICULARLY IMPORTANT
IF BOTH THE AFDC AND FOOD STAMP PROGRAMS ARE TURNED INTO BLOCK
GRANTS BECAUSE THE FOOD STAMP BENEFIT NOW SERVES AS SOMETHING
OF AN EQUALIZER IN STATES THAT HAVE LOW AFDC BENEFITS. WITHOUT
SUCH A STANDARD, THOSE IN NEED WILL BE DRAWN TO AND ULTIMATELY
OVERWHELM JURISDICTIONS WHERE PEOPLE ARE TRYING TO DO MORE TO
HELP THEIR NEIGHBORS IN NEED.

IN CLOSING, I WOULD LIKE TO ADDRESS CHILD SUPPORT
ENFORCEMENT. THIS SHOULD BE A MAJOR COMPONENT OF ANY FEDERAL
WELFARE REFORM LEGISLATION. CONGRESS NEEDS TO SEND A STRONG
MESSAGE THAT THIS IS A NATIONAL PRIORITY AND MUST ENHANCE
FEDERAL EFFORTS TO IMPROVE THE SYSTEM. THIS SHOULD INCLUDE
INCREASED FEDERAL MATCHING RATES, GIVING STATES ACCESS TO
INTERNAL REVENUE SERVICE DATA, HELPING STATES WITH THE COST OF
NEW AUTOMATED SYSTEMS, AND TECHNICAL ASSISTANCE.

AGAIN, THANK YOU MR. CHAIRMAN AND MEMBERS OF THE
SUBCOMMITTEE FOR THE OPPORTUNITY TO EXPRESS THE VIEWS OF

COUNTIES ON THIS ISSUE OF VITAL IMPORTANCE TO OUR NATION.
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6L. Resolution on Federal Weifare Reform

WHEREAS, President Clinton has submitted legislation to Congress for major
restructuring of the welfare system that includes principles long supported by the
Nationa] Association of Counties in The American County Platform; and

WHEREAS, the legislation’s principles include:

* Making Work Pay, with inceatives that encourage families t work and not
stay on welfare, and that help is available to ensure that they can work and
adequately support a family;

 Improved Child Support Enforcement, with responsibility of both parents to
support their children and stronger systems for identifying fathers and
ensuring their support,

 Education, Training, and other Sexvices to help people get off welfare and stay
off, building on the Family Support Act of 1988 as a base;

*» Time-limited Transitional Support System, in which those who are healthy
and able to work will be expected to move off welfare quickly, and those who
cannot find jobs should be provided with work and expected to support their

WHEREAS, the Administration had an extensive consultation process with the
National Association of Counties and other national organizations; and

WHEREAS, many of the proposals pending before Congress would finance
welfare reform through reductions or caps in entitlement programs and would reduce or
eliminate immigrants® eligibility for a mumber of federal programs and these financing
mechanisms would shift costs to county and state governments; and

WHEREAS, counties and states will have to make significant changes in the way

programs are operated, changes that require staff’ training and acquisition of new
equipment which could adversely affect the delivery of these services or cause an
increase in the state and/or local fiscal respoasibility; and

WHEREAS, in order for welfare reform to succeed, every effort must be made 1o
ensure that employment is available to those meking the wransition to work:

THEREFORE, BE IT RESOLVED that the National Association of Counties
commends the Clinton Administration for making comprehensive welfare reform a
legislative priority, to end the current, unworkable system of public assistance programs,
and for their extensive consultation process; and _

BE IT FURTHER RESOLVED that sny weifare reform that includes time-limited
eligibility for assistance and transitional support seyvices, must also
provide adequate federal funding for the necessary job training, job placement,
continued subsistence grants, health care coverage, child care, transportation, and
administration; and

BE IT FURTHER RESOLVED that welfare reform must include an aggressive
federal strategy to create jobs that promote durable seif-sufficiency; and

BE IT FURTHER RESOLVED that the entitlement nature of public assistance
and social scrvices programs should be preserved in restructuring welfare, both for
payments to states, and for individual benefits; and

The American County Platform 1994-95
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BE IT FURTHER RESOLVED that the National Association of Counties
reaffirms its strong opposition to proposals that would shift costs 1o county governments,
such as entitlement program caps and reductions, and efiminating or reducing
immigrants’ eligibility for federal programs; and

BE IT FURTHER RESOLVED that counties and states must have the flexibility
and adequate time to design and implement a program that will meet the needs of the
local population and the local employment market; and

BE IT FURTHER RESOLVED that the National Association of Counties urges
the Congress and the Administration to enact and implement the program simplification
recommendations of the Welfare Simplification and Coordination Advisory Committee
and the American Public Welfare Associstion’s Program Coordination Task Force; and

BE [T FURTHER RESOLVED that the National Association of Counties
strongly supports waiving the state matching requirement for the Job Opportunities and
Basic Skills program, and substantially increasing the federal match for the At-Risk Child
Care program, and Child Support Enforcement; and

BE iT FURTHER RESOLVED that federal welfare reform should incorporate
electronic technology improvements, especially electronic benefit transfers, in revising
and restructuring public assistance benefit programs; and

BE IT FURTHER RESOLVED that in order to encouragc experimentation and
improvements in the welfare system, as an interim step, the federal government should
remove the “cost neutral” criterion for waivers and demonstration programs and simplify
the procedures for approving state and county applications for such waivers; and

BE [T FURTHER RESOLVED that in order to encourage the success of welfare
reform the National Association of Counties supports the inclusion of the job training
delivery system as the workforce development vehicle for major coordination among the
partners, including human services, education, and local elected officials; and

BE IT FURTHER RESOLVED that the National Association of Counties
supports the Administration's proposed elimination of the current JOBS targeting
requirement, but is concerned about the propased penalties for failure to meet new
performance standards. New standards must be phased-in and counties must be involved
in their development. :

Adopted August 4, 1994
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Chairman SHAW. Thank you, Mr. Johnson.

Ms. Dunn will inquire.

Ms. DUNN. No questions.

Chairman SHAw. Mr. Ford.

Mr. Forp. Thank you, Mr. Chairman.

Mr. Johnson, it is interesting. We met over the weekend with
Governors and both Members of the Senate and the House, along
with some local elected officials, and I think there were two county
elected officials present at the Welfare Summit.

Tell me a little bit more about flexibility and how local govern-
ments can participate in the flexibility of this so-called block grant
program that we are talking about. The reason I say that, one of
the mayors indicated that if local governments are not participants
in this, they are the ones that will have to pick up all of the real
problems that will be a spinoff of any type of block grant program.
By giving the States all the flexibility that they want, cutting peo-
ple off the welfare rolls will make many more problems that we are
not talking about or addressing in this welfare proposal that is be-
fore this Committee today. Can you elaborate a little bit more on
that?

Mr. JOHNSON. Yes, Congressman. Every State is different in how
it administers welfare. Some States do not even have counties and
counties obviously are not involved. In other States, counties are
the primary deliverer of AFDC and other welfare services, as in my
State.

My State might be a good example. In Minnesota, we have large
urban areas, we have suburban areas, we have rural areas, and we
have Indian reservations. We have differences in those four areas
as to costs, needs, transportation, and job and employment avail-
ability. Just as a one-size-fits-all national welfare system is not
going to work in every State, in many States a one-size-fits-all
State system is not going to work.

What we want to do is make sure that in those States where
counties are expected to deliver welfare services, counties also have
a role up front in saying how those services need to be delivered.
We are the ones on the front lines in any State.

Mr. Forp. Will the Governors make sure that the county role
will be protected, or should we do it from the Federal level?

Mr. JOHNSON. Congressman, on behalf of NACO, we would like
some assurance in the legislation that where local governments are
responsible for implementing and delivering these services, that we
will have a role to play in designing them. I know that many of
the Governors are very open to this and other Governors perhaps
have not thought about it, and in some States it is really not a rel-
evant consideration.

Mr. ForD. Mr. Grubbs, you talked about automating the child
enforcement methods. Do you have any idea or suggestion as to
what Federal standards should be in place as we proceed, in what
ygu‘)talked about earlier in automating the child enforcement meth-
ods?

We have heard from so many States and so many Governors in
recent days, and all have indicated that the system under current
law has not been able to work, when those absent or deadbeat fa-
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thers or the noncustodial parent, crosses State lines, child support
enforcement becomes very difficult.

Although if I drove in your State and got a traffic ticket, natu-
rally, if I did not pay that ticket in 30 days, I am going to get my
license revoked in my State. That is not true when one crosses the
State line under the child support enforcement laws that are now
in place. We do net have in place a mechanism to automate that
would protect the children and assist in the collection of child sup-
port moneys.

Mr. GRUBBS. Mr. Ford, I think you identified obviously one of the
biggest problems still facing the child support program, and that is
the whole issue of interstate enforcement. Some States have very,
wéery good laws and their programs frankly are better than in other

tates.

Our biggest concern, however, is to have the Federal Government
available in a positive and productive way to help the States under-
stand how programs work in other States, what ways that it could
be improved in States that are not doing as well, but not
micromanaging the way that actually occurs when it is imple-
mented by a State or county IV-D agency.

I am afraid there has been a little bit too much of that in this
program. I think there are some States that have taken the lead
in improving their interstate enforcement. Many of the provisions
that are included in the Democratic welfare reform provisions have
come from the initiation of States, and I think that is the best way
to let it continue. Frankly, Tennessee is one of the leading States
in the privatization effort. They are doing a tremendous job at im-
proving child support by contracting a lot of the public programs
to some of the private sector firms that I mentioned.

Mr. Forp. Thank you.

Chairman SHAW. Mr. English.

Mr. ENGLISH. Thank you, Mr. Chairman.

Mr. Grubbs, in your testimony you supported early paternity es-
tablishment, and I was wondering why is that important, and
would you consider this to be, if we do go to a block grant system,
an appropriate guideline or a specific condition of funding?

Mr. GRUBBS. I think one of the most critical parts of the IV-D
Program is early paternity establishment. The problem that has
been faced by the States and by the Title IV-D Program is that too
often at the point we are asked to establish paternity, the case is
years old. We may not have the slightest idea of how to locate the
alleged father.

The early paternity establishment efforts that have begun in
many of the States are in the hospital at the time the mother and
the alleged father are there. We are attempting to obtain voluntary
acknowledgments. We are trying to set up programs in hospitals
that can conduct genetic testing right on the spot, so that a positive
identification of the father can occur, and that will save the Fed-
eral Government a tremendous amount of money in the long run,
as opposed to a much later contested-type legal proceeding to es-
tablish paternity.

Mr. ENGLISH. T also noticed that you testified in favor of States,
particularly interstate compacts for child support, rather than a
federally operated system. Why do you make that argument, and
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what do you think the relative advantages are of interstate com-
pacts?

Mr. GrUBBS. I think one of the advantages to having the States
make these compacts and determine for themselves the best way
to improve interstate cooperation is because they are the ones actu-
ally operating these programs. They are there with the clients
being served by the program, and they are there locating absent fa-
thers and getting them to pay child support. The Federal Office of
Child Support Enforcement, while it has an appropriate role at
some policy level, does not have the firsthand knowledge or experi-
ence to operate really any significant component of this program.
The States understand the program. The States and local govern-
ments understand this program the best.

Mr. ENGLISH. Thank you.

Beyond that, Mr. Chairman, I simply have more of a comment
than a question for Commissioner Johnson. I have a certain
amount of sympathy for NACO’s position, as a former local elected
official myself and someone who was involved in seeing the effects
of mandates being passed down from both the Federal and State
level.

But I must tell you, sir, I am not in complete sympathy with
your testimony, for a variety of reasons. I see that you oppose block
grants on a number of grounds, one of them being that you as
counties should be involved in designing the local programs. I real-
ly do not think we should be dictating that necessarily to the
States. I understand the historic tension between local government
and State government and, again, I have participated in it. But it
seems to me that this is an argument you should be posing to the
States.

You make the point that has been made here before that block
grants, if the funding formula is not somehow tied into allowing for
an economic downturn, might impose certain burdens on States.
But then you concede the point that the Chairman has made re-
peatedly, that we are looking to design a system that provides
funding to account for that. I can tell you that I am strongly com-
mitted to providing that kind of insurance.

Finally, I see that you link your support for time limits to their
being indeterminate at the Federal level and that they be tied to
more funding for job creation. Now, I understand that the counties
would enjoy very much having additional Federal funds to work
with on job creation projects, but I myself do not feel that time lim-
its should be wired into those funding questions. I believe that we
can provide flexible block grants that address the concerns of local-
ities and of State policymakers, and I believe that block grants
right now provide a much greater opportunity for innovation than
the current system provides.

So I hope you will take back to some of your colleagues, as I have
already expressed to many of my local county officials, that I think
block grants really are the way to go.

Thank you, Mr. Chairman.

Chairman SHAW. The time of the gentleman has expired.

Mr. Ensign.

Mr. ENsSIGN. Thank you, Mr. Chairman.
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Just real briefly, Mr. Johnson, I share some of your concerns
about the counties having more control and cities having more con-
trol. I think that what we need to do here at the Federal level is
get it back to the States, and then it is up to you at the local levels
to make sure the States get some of the influence and some of the
power back to the State and local governments.

I think that a lot of us that were just elected were elected on that
premise, that we believe the more control we can have closer to the
people, the way our government was originally set up, the better
the government can be accountable, the better the funds can be
used, everything just works out better in the long run. It can be
privatized much more easily. So I think we support in general what
you want. It is just not up to us to make the States prompt local
involvement.

Mr. Flemming, I do have a question for you. You mentioned in
your written testimony that SSI should be kept the same. We have
heard some pretty dramatic testimony on a lot of fraud and abuse
that goes on with SSI. SSI was originally set up obviously for se-
verely disabled, elderly and children, and now we have a lot of
abuse going on because they have so broadened the definition of
who can receive SSI, including people that are drug addicts. Do you
feel that it should be continued as is, or should this Committee be
looking at reforming some of the abuses that are going on in SSI?

Mr. FLEMMING. I did not quite get the latter part of your ques-
tion.

Mr. ENSIGN. Drug addicts right now are classified to receive SSI
the same as somebody who has cerebral palsy.

Mr. FLEMMING. Let me address myself to the drug addicts and
alcohol addicts. I know that that is a problem. Congress a number
of years ago passed a law saying that there should be representa-
tive payees injected into the Supplemental Security Income Pro-
gram. These would be volunteers from the private sector who
would serve as monitors in certain instances.

A little later on, Congress specified that SSI must provide a rep-
resentative payee for an alcohol addict or a drug addict. Congress
has since then provided that these public representative payees
will work with them for a period of 3 years, try to get them into
a program that will bring about a cure, but after 3 years, they are
to be dropped.

Personally, I think that was a great idea, but the trouble is it
is an unfunded mandate. The Congress of the United States has
never provided any money for the representative payees. The
claims experts and representatives at SSI have had to absorb that
and, as time has gone on, that workload has become greater and
greater.

I feel that if the Congress will back up the legislation which went
through this particular Committee, that the Appropriations Com-
mittee will give them some resources so that they can work on that
problem. They can get a very constructive result. Personally, I do
not agree with the idea of dropping them at the end of 3 years. It
may be that we have not succeeded at the end of-

Mr. ENSIGN. Mr. Flemming, we had testimony in front of this
Committee from people that are treating some of these people that
the worst thing that we can possibly do for some of these people
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is to give them the cash benefits that we are doing right now, and
the reason behind that is they said that people that were starting
with successful treatment, as soon as they started getting these
cash benefits, they started supporting their drug habits with this.
We had a lot of testimony that said to stop this, you are hurting
these people you are trying to help.

Mr. FLEMMING. My only point is allow representative payees to
work with individuals, and if they find that one thing is not work-
ing, let them try something else. But keep in mind the fact that
when we drop them, then some institution of society is going to
pick them up at a much greater expense than we have incurred in
working with them as individuals. I believe there is a possibility
of working with individuals and bringing about a constructive re-
sult, and I believe these representative payees who are volunteers
can do a very good job along that particular line. But give them a
chance to keep working with the individual in an effort to bring
that about.

Mr. ENsIGN. Thank you, Mr. Chairman.

Chairman SHAW. The time of the gentleman has expired.

Mr. Levin.

Mr. LEVIN. Thank you, Mr. Chairman.

Dr. Pearce, if I might ask you, because you have worked with
people in the welfare system, to sum up what you think, based on
your experience, what the best answers are. Clearly, the system in
many, many, many cases is not working. What works and what
does not work?

Ms. PEARCE. What works is to provide for individuals what they
need. Some individuals when they come under welfare are ready to
leave, and, as we know, many do leave very quickly and get jobs.
They just need help with job search. Many others, the majority
have serious barriers in terms of education and job skills.

What works is a combination of education and specific job skills.
What we think works particularly with people with low literacy
skills is functional context literacy, where they learn their math
skills at the same time as they are learning carpentry, and putting
them into jobs that are high-paying traditional jobs or nontradi-
tional jobs or postsecondary education.

If we simply push women back into the work force without any
kind of education and training, they have already done this work.
Many of them have already been on welfare. Half of welfare appli-
cants are reapplicants. They have tried to make it out there and
they find they cannot. Two-thirds of those who go out for a job find
that they cannot support themselves and their family in return. To
break that cycle, we need to provide job training.

We are not talking about years and years ang years. We are talk-
ing about specific training, particularly in nontraditional jobs. That
really works. We have a whole group of people in class after class
who graduate from our program and many of the other programs
from the programs that the Petitioners’ Panel represents who can
show that.

One of the things that has happened is that the JTPA has a new
act, nontraditional employment for women, which is being imple-
mented. That has resulted in more and more women through
JTPA, many of whom are welfare recipients, about 40 percent are
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welfare recipients, getting training in nontraditional jobs that pay
living wages, and they get off of welfare and off of all subsidy.

Mr. LEVIN. Thank you.

Mr. Grubbs, one of the questions we are going to be considering
in terms of support relates to the establishment of paternity. You
have had a lot of experience. What should we do where the woman
cooperates, but the State is not able to establish paternity right
away? What should the system do in that case?

Mr. GRUBBS. Mr. Levin, that is a problem and we see it in the
child support enforcement program all the time. I can remember
the first time when I was working in a IV-D agency when I saw
the woman asked to provide the name of the father on our applica-
tion form; “Joe,” and it made it a very, very difficult problem for
IV-D workers to try to follow up on.

Obviously, there must be a much stronger effort, particularly at
intake, and with the IV-D Program some of that intake is going
to occur in welfare offices, if you are dealing with AFDC clients.
Much more has to be done to try to elicit names and to get some
accuracy into at least the likelihood of who may be a father. Once
we do that, genetic testing can take over. But that is a tough issue
and it is one that, as more time goes by from the birth until the
time we attempt to establish paternity, the tougher it is going to
get.

Again, 1 go back and say early paternity establishment in the
hospitals, ideally with positive genetic testing, is going to be the
best way to resolve that issue.

Mr. LEvIN. I think that is agreed. Where the woman cooperates,
how should the system respond if paternity cannot be established
right away?

Mr. GruUBBS. Obviously, for the child support enforcement pro-
gram, the responsibility pretty much ends there. If there is simply
no way that we can identify a father in order to try to establish
the child support obligation, the IV-D Program’s responsibility
pretty much ends there and the——

Mr. LEVIN. What do you think should happen within the AFDC
system?

Mr. GruBBs. That is not my area of expertise. Obviously. I think
in some of those situations clearly, if it is a family in need, they
have to be taken care of, but it is not simply going to come through
child support enforcement. If we do not have a father, then we are
not going to be able to establish child support and provide that
family with the support that they need.

Mr. LEVIN. Thank you.

Chairman SHAW. The time of the gentleman has expired.

Mr. Johnson, Mr. Liederman on the prior panel was referring to
some statistical information coming out of Wisconsin. I do not know
whether you heard his testimony. In looking to the way the Con-
gress should be talking about getting things down to the local level,
are you seeing that cooperation in your State?

Mr. JOHNSON. Mr. Chairman, we are beginning to see it now. We
had a situation, a political situation in our State 8 years ago where
a legislative session came to a bitter impasse over reforming AFDC
and other welfare programs, whether to cut some benefits and pro-
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vide greater incentives with that money, or whether to just in-
crease benefits and give more money to more people more quickly.

The Governor's recommendation was to appoint a 10-member
blue ribbon bipartisan commission, appointing people from the far
left and the far right to look at AFDC welfare reform. I was asked
to cochair that commission, and it was expected, because we
spanned the spectrum that there was no chance over the 5 months
we had hearings to come to an agreement. We came to the unani-
mous agreement on how we thought AFDC should be reformed
within our State. It was not a compromise where everybody grudg-
ingly gave things. It was an enthusiastic agreement. It took us
about 6 years to get the waivers from the Federal Government, and
we approached the Federal Government on a very bipartisan basis.

Chairman SHAW. Your Governor, by the way, has been very ac-
tive in helping to form a

Mr. JOHNSON. Our Governor is now very supportive of the Min-
nesota Family Investment Program. He has had some other welfare
reform initiatives that, quite frankly, at the logical level we have
not been enthusiastic about, that we thought did not reflect what
was really going on in the cities and counties. He is a very strong
supporter of the Family Investment Program now.

When he was at the President’s meeting on welfare reform over
the weekend, he very strongly supported it. It works in our State.
We know what works in our State. And when we talk about flexi-
bility, this is the kind of program that I think will work in most
States. I am not going to say it is going to work in every State.
What we are doing is targeting our likely long-term recipients. In
our State, the numbers are a little bit different from the national
averages.

We know that in our State most people use AFDC exactly the
way it was intended, that they come on, they use it for 2 to 3 years,
they stabilize their families, they work their way off, they marry
their way off or they get off of it. So let us not put a whole lot more
money and resources into that group. Let us put our resources into
the likely long-term recipients who over a 20-year period of time
eat up most of the benefits and are not becoming self-sufficient.

That is where the Minnesota Family Investment Program tries
to put our resources, not to skim the cream, not to help somebody
who is likely to get off in 24 months to get off in 23 months, but
to take the person who is very likely to be a long-term recipient
and provide the resources, provide the expectation. We do not think
there is anything wrong in our State to expect an able-bodied per-
son to do something in exchange for a government check, and that
is the essence of the Family Investment Program.

Chairman SHAW. I was in that meeting with your Governor and
he was a very active participant, and I might say, very proud of
what you all are doing in Minnesota, as was Governor Thompson
of Wisconsin. I think you are going down parallel tracks and work-
ing the same way.

What effect has the imposition of the new welfare standards had,
if any, on the poverty rates in Minnesota?

Mr. JOHNSON. I do not have any statistical evidence, but in our
State the poverty rate depends more on how strong our economy
is, than it does on almost anything else. The best welfare program
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of all; in my opinion, is a booming economy. That is the best wel-
fare program. But we do not always have a booming economy, and
even in a booming economy there are people who need additional
assistance.

Chairman SHAW. Thank you.

Mr. Camp.

Mr. Camp. No questions, Mr. Chairman.

Chairman SHAW. Thank you very much. I appreciate this panel.
You have done an excellent job for us and contributed much to our
efforts. Thank you very much.

If the next panel would come up to the desk, we have Erica
Tollett, who is senior public policy analyst of the National Black
Child Development Institute, Inc.; Hon. Ed Austin, mayor of the
city of Jacksonville in my home State of Florida, on behalf of the
National League of Cities and the Florida League of Cities; Hon.
Robert Gaffney, county executive of Suffolk County, New York, who
will be accompanied by one of our freshman members, Mr. Forbes;
Robert Fersh, president of the Food Research and Action Center;
and Sharon Darling, founder and chief executive officer of the Na-
tional Center for Family Literacy.

We have each of your written testimonies which will be made a
part of the permanent record of this hearing. You may summarize
or proceed as you wish.

Ms. Tollett.

STATEMENT OF ERICA E. TOLLETT, SENIOR PUBLIC POLICY
ANALYST, NATIONAL BLACK CHILD DEVELOPMENT
INSTITUTE, INC.

Ms. TOLLETT. Good morning, Chairman Shaw and Members of
the Subcommittee.

I am Erica Tollett and I am senior public policy analyst for the
National Black Child Development Institute located here in Wash-
ington, DC.

These hearings are important, because the Federal Government
can make a positive difference in the lives of people. For example,
Federal antipoverty programs initiated in the sixties reduced the
country’s poverty rate from 22.2 percent in 1960 to 12.8 percent in
1968. Poverty influences family formation, causes poor health and
creates conditions for crime and violence. The best way to end pov-
erty is with a good paying job. Good paying jobs would greatly re-
duce the need for welfare in America. Employment builds self-
esteem which enables parents to do a better job in their role as
parents.

We at NBCDI agree that improvements are needed in the cur-
rent welfare system, and we have three suggestions for improving
it. Congress must lead efforts to create jobs. States must require
parents to participate in long-term parenting programs, and early
childhood education and child care programs must be expanded.

Although a reformed welfare system must emphasize work, Con-
gress must address the need to create jobs to enable people to
work, especially African-Americans. We were pleased to note that,
for the first time since 1974, the black unemployment rate for the
month of December 1994 was in single digits, at 9.8 percent. How-
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ever, the average unemployment rate for blacks in all of 1994 was
11.5 percent, compared to 5.3 percent for whites.

Our work at NBCDI indicates that you do not have to “cajole,
lure or force adults off welfare and into paid employment as quick-
ly as possible,” as stated in the Personal Responsibility Act. Adults
want to work. Legislative language must be written in a way that
does not demean poor Americans.

Double digit unemployment and a 33-percent poverty rate have
greatly diminished the health and well-being of too many African-
American families in this country. Families in our urban areas are
experiencing the distress of unemployment and poverty that rivals
floods, Earthquakes and hurricanes. The unemployment rate of
blacks should be at least cut in half.

Many jobs could be created in our cities, such as working in the
health care field, work crews to repair public housing, remodeling
housing and child care. Mothers in our Spirit of Excellence Parent
Empowerment Program, which we call PEP, have expressed an in-
terest in these jobs. Our PEP Program provides life skills,
parenting skills and child development information to young low-
income parents of children from birth to age 3 here in Washington,
DC. Of course, as jobs are created, the need for training becomes
important.

So when parents are equipped, educated and employed, their
children grow and thrive. Based upon our PEP Program, we believe
that in a reformed welfare system, States should require parents
to participate in a parenting program when they apply for benefits,
and programs must be long term.

While PEP initially focused on the mother, many fathers, uncles
and grandfathers have become involved. Fathers need support
groups. We also need more onsite child care centers in public hous-
ing and poor urban and rural settings. No matter what the income
level, when parents are comfortable with their child care arrange-
ments, they are able to stay more focused on their job or school ob-
ligations, and their confidence as parents is increased, as well as
their productivity as workers.

High quality early childhood experiences form the foundation for
the healthy development of children. Strengthening family life
should be one of the most important policy goals for Federal, State
and local governments. We know that the overall well-being of chil-
dren is very much influenced by parental education and family in-
come. Employment, parenting programs, and child care are basic
elements to strengthening family life. Children cannot be separated
from the circumstances and the needs of their parents when poli-
cies are developed for children and families.

So there is more leadership that is needed at the Federal, State
and local levels to at least cut in half the unemployment rate expe-
rience by African-Americans, and we need to reduce the high pov-
erty rate among African-Americans.



939

Finally, there must be special attention to the circumstances of
African-American men. While it is necessary to emphasize pater-
nity establishment and child support enforcement, it is also impor-
tant to recognize that children need empowered fathers. A re-
formed welfare system must support the role of fathers.

Chairman SHAwW. Ms. Tollett, I hate to interrupt. The balance of
your statement will be certainly made a part of the record.

Ms. TOLLETT. Thank you very much.

[The prepared statement follows:]
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TESTIMONY OF ERICA E. TOLLETT
NATIONAL BLACK CHILD DEVELOPMENT INSTITUTE

Chairman Shaw, I am Erica E. Tollett, Senior Public Policy
Apalyst for the National Black Child Development Institute (NBCDI)
located in Washington, D.C. The mission of NBCDI is to improve
the guality of life of African American children, youth and
families through direct services, public education prograns,
leadership training, and research. The Institute is 25 years old
and has a network of 42 volunteer affiliates across the country.

These hearings are important because the federal government
can make a positive difference in the lives of people. For
example, federal anti-poverty programs initiated in the 1960s
reduced the country’s poverty rate from 22.2 percent in 1960 to
12.8 percent in 1968. Poverty influences family formation, causes
poor health, and creates conditions for crime and violence. The
best way to end poverty is with a good paying job. Good paying
jobs would greatly reduce the need for welfare in America. Able-
bodied men and women should work. Employment builds self-esteem
which enables parents to do a better job in their role as parents.

We agree that improvements are needed in the current welfare
system. As a children’s organization concerned about the well-
being of children and families, an improved welfare system will
have important benefits for the healthy development of the more
than 9 million children in families receiving Aid to Families With
Dependent Children (AFDC).

We have three suggestions for improving the current welfare
systemn.

1. Congress must lead efforts to create jobs.

2. States must require parents to participate in long-term
parenting programs.

3. Early childhood education/child care programs mnust be
expanded.

CONGRESS MUST LEAD EFFORTS TO CREATE JOBS

Although a reformed welfare system must emphasize work,
Congress must address the need to create jobs to enable people to
work, especially African Americans. We were pleased to note that
for the first time since 1974 the Black unemployment rate for the
nonth of December 1994 was in single digits, at 9.8 percent.
However, the average unemployment rate for Blacks in 1994 was 11.5
percent compared to 5.3 percent for Whites.

Our work at NBCDI indicates that you do not have to %cajole,
lure, or force adults off welfare and into paid employment as
quickly as possible,™ as stated in the Personal Responsibility Act.
Adults want to work. Legislative language must be written in a way
that does not demean poor Americans.

Double-digit unemployment in addition to a 33 percent poverty
rate have greatly diminished the health and well-being of too many
African American families in this country. Families in our urban
areas are experiencing the distress of unemployment and poverty
that rivals floods, earthquakes, or hurricanes. The unemployment
rate of Blacks should be at least cut in half,

Many jobs could be created in our cities, such as work in the
health care field; work crews to repair public housing; remodeling
housing; and child care. Mothers in our Spirit of Excellence Parent
Empowerment (PEP) program have expressed an interest in these jobs.
PEP provides life skills, parenting skills, and child development
information to young low-income parents of children from birth to
age three here in Washington, D.C.
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Of course, as jobs are created, the need for training becomes
important. In our PEP program, we have found that many of the
participants would benefit from on-the-job training.

PARENTING PROGRAMS MAKE A DIFFERENCE IN THE LIVES OF
CHILDREN

When parents are equipped -- educated and employed -- their
children grow and thrive. Parents need support, information, and
opportunities to make their 1lives meaningful and productive.
Based upon our PEP program we believe that in a reformed welfare
system, States should require parents to participate in a parenting
program when they apply for AFDC benefits. Programs must be long-
term. A State would not accomplish very much with a program that
ran for six weeks for example. Parents have been participating in
the PEP program for more than a year now and they are still
involved.

While PEP initially focused on the mother, many fathers,
uncles and grandfathers have become involved. Fathers need
support groups. Currently, PEP groups have both male and female
participants.

Parents need the support they can receive from an on-going
program that helps them manage their 1lives. Parents who are
informed and prepared have less stress and better self-esteem than
unequipped parents. Strategies to reinforce family life should be
included in a reformed welfare system.

EARLY CHILDHOOD EDUCATION IS IMPORTANT TO FAMILIES

We need more on-site child care centers in public housing and
poor urban and rural settings. No matter what the income level,
when parents are comfortable with their child care arrangements
they are able to stay more focused on their job or school
obligations. Consequently, their confidence as parents is
increased as well as their productivity as workers.

High quality early childhood experiences form the foundation
for the healthy development of children. Early childhood education
should be considered as essential for children as public education.
All working parents benefit from gquality child care.

CONCLUSION

Strengthening family life should be one of the most important
policy goals for federal, state, and local governments. We know
that the overall well-being of children is very much influenced by
parental education and family income. Employment, parenting
programs, and child care are basic elements to strengthening family
life. Children cannot be separated from the circumstances and the
needs of their parents when policies are developed for children and
families.

More leadership at the federal, state and local levels is
needed in order to at least cut in half the unemployment rate
experienced by African Americans. Furthermore, serious efforts to
reduce poverty experienced by 10.877 million African Americans,
including 5,125 million Black children under 18 years of age must
become a priority.

Finally, there must be special attention given to the
circumstances of African American men. While it is necessary to
emphasize paternity establishment and child support enforcement, it
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is also important to recognize that children need empowered
fathers. children are better off physically, emotionally, socially
and educationally when both of their parents are actively engaged
in their lives. A reformed welfare system must support the role of
fathers.

Thank you for this opportunity to offer testimony to the
Subcommittee. The National Black Child Development Institute looks
forward to working with members of the Subcommittee and staff on
ways to help ensure that welfare reform legislation supports
children and families.
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Chairman SHAW. Thank you.
Mayor Austin.

STATEMENT OF HON. ED AUSTIN, MAYOR, JACKSONVILLE,
FLORIDA, ON BEHALF OF THE NATIONAL LEAGUE OF CITIES
AND FLORIDA LEAGUE OF CITIES

Mr. AUSTIN. Mr. Chairman and Members of the Committee, my
name is Ed Austin and I am mayor of the city of Jacksonville, Flor-
ida, and I am testifying today on behalf of the Florida League of
Cities and the National League of Cities on the important issue oi
welfare reform.

Mr. Chairman, I have submitted the league’s written statement
for the record and, if I may, I will summarize briefly the contents
of that statement.

I have been mayor of the city of Jacksonville for only 3% years,
but before that I served for over 25 years as the chief prosecutor
and earlier as a public defender in northeast Florida.

Over the course of my career in the courtroom, I watched the ex-
plosion of crime and the weakening of the American family. Both
juvenile and adult offenders typically came from single-parent or
no-parent homes, dropped out of school, often grew up in public
housing and did not receive the nurturing, care and parental love
necessary for normal development in a competitive society.

Mr. Chairman, in my judgment, all of this is largely the result
of the current welfare system. Are there other causes? Of course
there are. But this is a cause that we can address and eliminate
now.

Members of the Florida League of Cities and the National
League of Cities agree that, first and foremost, the current welfare
system is a failure and must be fundamentally transformed. We be-
lieve the system perpetuates the cycle of poverty and the break-
down of the American family. The direct and indirect cost to society
make welfare reform an imperative for this Nation and its cities,
and we applaud the efforts of this Congress and the administration
to undertake this difficult task.

As your deliberations continue, we implore you to keep one thing
in the forefront of your minds and that is that you include local
governments at the table of debate throughout this process. We
want to help. We want to be a part of building a better system. We
are on the front lines of service delivery and we can do the most
for our citizens directly.

If you want a system that works, send the money directly to local
governments and let us run the program, because I will guarantee
you this: Regardless of the amount you spend, we will produce far
better results with locally run welfare programs. The key is, how-
ever, not to tie the hands and deny us the freedom of innovation
and ingenuity necessary to develop local solutions to local prob-
lems.

Let me digress and say here that some State agencies are mas-
ters at the art of legally tying hands at the local level.

Beyond this issue, there are several other issues that we hope
that you will address in this legislation. Unfunded mandates take
many forms. The enactment of a Federal welfare program that
leaves families destitute and without employment skills and sup-
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portive services would continue with unfunded mandates at the
local level. If enacted and implemented in a thoughtful fashion,
welfare reform would include education and training necessary to
compete in an increasingly challenging world. It would also include
the removal of incentives that discourage work, as well as initia-
tives to promote personal and parental responsibility.

For low-income people and children, entitlements are by design
safety net programs to provide basic necessities. Discretions of
caps, block grants, and other slash funding for entitlements must
take into account the safety net aspects of these programs.

The League of Cities respectfully submits that measures that
would deny benefits to children whose paternity has not been es-
tablished or to those born to unwed or young mothers would not
be the most responsible way to reform the welfare system. Arbi-
trarily denying benefits to children in need would force local gov-
ernments into new unfunded programs. However, if you do ban
cash payments, give those funds to the local governments so that
we can provide services to the people that need the services.

Separating myself from the league for just 1 minute—and the
league is working very feverishly and will have a stated position
on this point shortly—let me say that one of the best things in my
judgment that you can do to reform the welfare system is what 1
Just mentioned, and that would be to ban cash payments. People
do not like to hear it, and I know people do not like to hear it. But
we have got to stop young and unwed men and women from pro-
ducing babies and stop them from purposely separating themselves
from each other and their children in order to receive cash pay-
ments.

Chairman SHAW. Mayor, I am afraid I am going to have to inter-
rupt you here. The rest of your statement will be made a part of
the complete record.

Mr. AUSTIN. I would like to thank you for hearing me. I had an-
other 30 seconds. I was winding down. I did not understand the
protocol and I apologize. I thank you very much. We want to work
with you in getting this job done.

Chairman SHAW. You did just fine. All of us in public office tend
to go on.

Mr. AUSTIN. I can assure you that mayors take advantage of
that, too.

[The prepared statement follows:]
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TESTIMONY OF HON. ED AUSTIN, MAYOR; JACKSONVILLE, FLA,
NATIONAL LEAGUE OF CITIES AND THE FLORIDA LEAGUE OF CITIES

Mr. Chairman and members of the Subcommittee, my name is Ed Austin
and I am the Mayor of Jacksonville, Florida. I am very pleased to
be before this Subcommittee today testifying on behalf of the
Florida League of Cities and the National League of Cities on the
very important issue of welfare reform.

I would like to begin by telling the Subcommittee something about
Jacksonville, Florida. Last year, we received 42,000 requests for
emergency assistance - requests for public housing, medical care
and the like. However, we only had funds for one-third of those
requests. That is unfortunate.

We do great work in Jacksonville, providing services to those who
need them most. our city run day care, homeless assistance and
nutrition programs and our private industry council are all
national models.

I believe that the best thing Congress can do to help localities
like Jacksonville enhance these programs is to reduce the rules and
regulations that come attached to the funds you send us. For I
believe that a great deal of the money appropriated at the federal
level for welfare programs is wasted on the administration - and
not the execution - of these initiatives. The National League of
Cities will be asking its Human Development Committee to review
this concept as a policy option in the next month or so.

What we can all agree on now, Mr. Chairman, is that block grants to
the states will not adequately transform our current welfare

system. As is noted later on in my testimony, the local
governments are on the "front lines” of service delivery and that
is where the funds must be directed. State governments are no

better than the federal government at allowing local autonomy. It
has long been a mystery why Washington and Tallahassee collect our
local tax money, attach strings to it, and then return it back to
_us. Such a bureaucracy stymies innovation and creative problem
solving.

Therefore, as your deliberations continue, it is critical that
local governments be included in the reform debate. We are anxious
to maximize our ability to meet the needs of our citizens by
utilizing the appropriate resources and without unfair shifts in
burden from the federal and state governments.

Members of the Florida League of Cities and the National League of
Cities agree that the current welfare system is a failure and must
be fundamentally transformed. But while most in the
administration, Congress and the states have perceived welfare
reform as a federal-state issue, no level of government has nearly
as critical a stake as local governments. As you will remember,
Mr. Chairman, families on welfare live in cities in increasing
concentration, and failures in the system - or any new system -
will impose disproportionate burdens on cities.

Economic changes in cities over recent decades have worsened the
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living conditions of the poor. Local officials continue to express
grave concern over the growth of poverty in our nation’s cities.
Over the years, it appears as though the federal response to
poverty in America’s cities has focused less on poverty reduction
and more on assisting the poor to survive in poverty through income
maintenance, food stamp programs and housing programs. As you all
know, these programs fall far short of reaching all those in need
and tend to perpetuate the cycle of poverty in families. Among
other measures, meaningful reform of the nation’s welfare system is
necessary to address and reduce widespread poverty in cities. We
applaud efforts of Congress and the administration to undertake
this difficult task.

The growing disparities between central cities and suburbs dictate
a Jjoint federal-state-local strategy to end the current welfare
system as we know it. While we more than appreciate the role the
federal and state governments must play in developing welfare
reform legislation, local government officials, on the "front

lines" of service delivery in our nation’s communities, are also
crucial to the development of any successful welfare reforn
proposal. Local leaders, and the people who reside in their
communities, will suffer most severely from the failure to enact
effective reform.

True reform to improve self-sufficiency is a complex undertaking
and is not simply about reducing benefits. True reform is about
facilitating the transition from welfare to work and, through
education and training and supportive services, ensuring that
individuals are able to obtain and maintain their jobs. The need
for education and training, child and health care, access to
transportation and 1living wages is universal to all working
families, regardless of income. More importantly, true reform must
reconstitute the traditional family - which is the best tool to
prevent crime, improve productivity and encourage independence.

The Florida League of Cities (FLC) and the National League of
Cities (NLC) ask that this Subcommittee consider the following
principles and policy recommendations as it begins its markup of
the Personal Responsibility Act. And let me say that my office,
the FLC and NLC would be very happy to work with the Subcommittee
to ensure that these principles and policy recommendations are
reflected in the legislation voted out of the Subcommittee and
ultimately enacted by Congress.

New_Federalism: The leaders of the nation’s cities and towns
recognize that it is time for a significant change in governance
and in the role of the federal government. We support fundamental
changes to reduce federal deficits and to realign government so
that it is more effective and accountable. The FLC and NLC believe
that a streamlined and more flexible intergovernmental system would
offer significant opportunities for cities and towns to develop
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more innovative and cost effective methods for delivering programs,
services and finhancing infrastructure. This would also enhance
public involvement and restore public confidence in government.
Any such effort must go hand-in-hand with a partnership of
balancing the decision-making responsibilities among local, state,
and federal leaders.

congress and the administration have pledged to streamline
government, balance the federal budget, and shift responsibilities
to the states, mnunicipalities and the private sector. To be
credible, this will require cuts, policy changes, and new block
grants to fund remaining programs. However, the FLC and NLC would
urge that any federal program reassessments ensure that the federal
government does not completely desert national responsibilities,
such as welfare, and therefore create inequities to individuals and
disparities between local governments. Moreover, any effective
federal, state and local partnership should prohibit state program
responsibilities from being satisfied by the imposition of state
mandates on local governments if the federal government
relinquishes entire functional areas to states, for example,
through the mechanism of block granting.

Unfunded Mandates: The enactment of a federal welfare reform
program that leaves families destitute, and without employment
skills and supportive services, would constitute an unfunded
mandate on localities., If enacted and implemented in a thoughtful
fashion, welfare reform would include education and training
necessary to compete in an increasingly challenging work world, the
removal of work disincentives, and initiatives to promote personal
and parental responsibility. However, if it is done carelessly,
welfare reform legislation could greatly increase the number of
homeless, destroy families, put children at great  risk, and
increase crime within local communities. It would represent an
abdication of responsibility at the federal and state level to
local governments, but without resources to fill the void.
Moreover, the shift of burdens would accelerate disparities between
communities.

For example, a number of years ago, the federal government proposed
the laudable goal of de-institutionalizing those individuals it
felt could live a better quality of life and more cost effectively
within a community, if provided social and supportive services.
However, the federal and state governments failed to adequately
include local leaders in the decision-making process about the
level of services needed to appropriately integrate these
individuals into communities. Ultimately, the inability of federal
and state governments to provide the necessary level of services
forced local governments - alone - to contend with the resultant
homelessness, crime and overall decline in quality of life for
these individuals and neighboring residents. In order to prevent
this from occurring once again, local leaders must continue to be
involved in the welfare reform debate.
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Entitlements: Entitlements, especially means-tested entitlements
for low income people and children, are, by design, safety net
programs established to provide the most basic necessities to all
those that meet basic standards of need. Entitlements, such as
AFDC and food stamps, are meant to respond to economic downturns
and recession and the resultant increase in unemployment and
poverty. Discussions to cap, block grant or otherwise slash
funding for entitlements, as provided for in the Personal
Responsibility Act, fail to take into account the crucial safety
net aspects of these programs, and must be closely examined before
any such measures are undertaken.

For example, in a U.S. Department of Health and Human Services
hypothetical example of an AFDC block grant proposal similar to the
block grant option set forth in the Personal Responsibility Act, in
FY 1993, the state of Florida would have lost $315 million dollars
or 61 percent of its AFDC funding. In a similar example provided
by the U.S. Department of Agriculture, in FY 1996, Florida’s level
of food assistance under the Personal Responsibility Act would fall
$389 million dollars or 18 percent.

The impact of these 1losses would most definitely be felt in
Jacksonville and in other local communities, where responsibility
for safety net protections would shift directly from the federal
government to local governments that are without resources to offer
community residents the protections they deserve.

Block Grants/Budget Reduction: Proposals, such as those suggested

by the governors, to consolidate a number of categorical and
entitlement programs into block grants to the states, at
substantially reduced funding levels, might reduce the federal
budget deficit, but will make it more difficult for local
governments like Jacksonville to achieve the purpose of welfare
reform, which is to help people obtain self-sufficiency. Members
of the FLC and NLC, however, welcome the opportunity to explore
consolidation of certain categorical programs into highly flexible,
adequately funded block grants given directly to local governments
where service delivery decisions are most effectively made. To the
extent proposals continue to take the direction of block grants to
the states, we must make sure that such proposals include adequate
protections for local governments and the people that reside in
their communities. These protections could be provided in the
legislation by including: adequate targeting provisions to local
governments, so that we are not entirely overwhelmed by the ensuing
cost shifts; provisions that require consultation and sign-off by
local officials in determining amount and direction of funds; state
maintenance of effort provisions to ensure that states continue
their current contributions to welfare related programs; block
grants which are capable of increasing from year to year; and the
ability of funds to be transferred between bloqk grants.

Moreover, to the extent that federal deficit reduction is a goal of
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welfare reform, all budget elements -both means tested and non-
means tested entitlement programs, tax expenditure revenues, and
discretionary spending -~ must be on the table for any credible and
equitable deficit reduction effort.

Specific Benefit Curtailmemts: Measures to deny cash benefits to
children whose paternity has not been established or to those born
to unwed teenage mothers or mothers in their early 20‘s may not be
the most responsible way to reform the welfare system. An over-
riding purpose of welfare (AFDC) is to provide children born into
poverty, through no fault of their own, with a basic level of
subsistence. However, the impact of proposals to arbitrarily deny
benefits to children in need unfairly disadvantages the children
and represents an overt abrogation of federal and state
responsibilities for residents of local communities. These mothers
and their children may be forced to rely on the emergency services
provided by their local governments. Local governments’ services
would be without the increased resources to handle the increased
need. But, more essentially, the disinvestment in these children
is almost certain to lead to higher levels of school drop-outs,
crime, drugs, and unemployment later on - affecting federal, state
and local budgets. However, if the Subcommittee determines that
cash payments must be banned, we would urge that savings be given
directly to local governments so that we can provide the necessary
and appropriate services.

Legal Immigrants: Both the FLC and NLC oppose proposals to deny
benefits to legal immigrants, simply because of their immigrant
status, as a means of financing welfare reform. The large number
of legal immigrants who are not yet eligible for citizenship, or
unable to pass the test for citizenship, will not return to their
native lands, but will continue to reside in local communities.
Responsibility for caring for these persons will shift from the
federal and state governments to the local government. Moreover,
singling out legal residents for exclusion from assistance, such as
public health benefits, is short-sighted and dangerous for both the
citizen and immigrant populations because it is likely to increase
the spread of disease within local communities. In addition,
denying benefits to legal immigrants is almost certain to force
many of these intending Americans into illegal activities in order
to support their families.

In addition to these general principles for reform, the FLC and
NLC support welfare reform measures that incorporate the
following specific policy recommendations:

Teenage Pregnancy: A concerted effort by all levels of
government is needed to combat the epidemic of teenage pregnancy
and child-bearing in the United States. The emphasis of such
efforts must be on the prevention of pregnancy. The high
incidence of pregnancy among teens from poor families suggests a
causality rooted in despair and a lack of opportunities for both
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teenage men and women. Ultimately, improved prospects for career
and job opportunities and disincentives to have children will
motivate poor teenagers to postpone parenthood. To help combat
this problem, the federal government should consider funding
pilot and demonstration programs targeted to at-risk teens,
particularly young women. Enhancement of summer and year round
youth employment programs, linked to staying in school, would
also help to provide incentives.

Parental Responsibility/child Support: Increases in poverty

among families headed by women are attributable, in some measure,
to the lack of child support on the parts of absent fathers.
Estimates are that less than half of all fathers pay child
support, and only half of them pay in full. At birth, every
child should have both parents’ identity established. From birth
until adulthood, the financial support of children should be the
automatic responsibility of both parents.

Stronger policies of enforcing child support are necessary to
help parents adequately care for children. 1In 1990, the National
Commission on Children estimated that an efficient, effective
child support system could. yield approximately $24 to $29 billion
per year, up to four times the amount now collected. Unpaid
child support obligations significantly increase the caseload and
financial costs of the full array of local and federal poverty-
related programs, because individuals who otherwise would be able
to maintain a level of self-sufficiency with proper child support
payments are forced onto AFDC and other poverty programs.

The FLC and :NLC support . legislative proposals that would:

° strengthen collection methods and enforcement procedures
including: federalizing collection and distribution systems;
reporting to credit agencies non-custodial parents who have
not:paid child support; using the IRS to enforce
collections; making it a crime to cross state lines to avoid
paying child support; and starting a national data bank on
non-payees;

° establish national guidelines for determining the amount of
support orders;

° improve paternity establishment procedures;

° provide demonstration/outreach funds for training and
employment services and parenting skills to chronically
unemployed, non-custodial fathers of children on AFDC;

° improve gender equity in custody and visitation.

Welfare-to-Work Initiatives: To be successful, welfare-to-work

programs must consist of a variety of options designed to: (1)
meet the diverse and often complex needs of families and
children; and (2) provide families and children with choices of
avenues to self-sufficiency. Such options should include: basic
and remedial education, with an emphasis on literacy; vocational,
technical and higher education; English language training; skills
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training; work experience; job search and placement assistance
and entrepreneurial opportunities. Effective counseling of family
members should begin with enrollment in a welfare-to-work program
and continue after placement in a job.

In addition to programmatic options, welfare-to-work initiatives
must provide essential supportive services to families. Day care
for children, transportation to and from work, housing support,
and health care for participants and children are the most
essential services to be provided and must be continued for a
period of time after job placement, as wages increase to a family
sustaining level.

We in Jacksonville are fortunate to be home to Florida Community
College (FCC) and its Urban Resource Center (URC). Programs at
both the college and the URC have made a tremendous impact on our
community. Their education and training and workforce
integration initiatives are making a noticeable dent in
Jacksonville’s impoverished population. In addition, for those
who need it, FCC and the URC provide day care and transportation
services. These programs are tailored after our needs and
conform to the economic activity present in our city. Their
success speaks to the ability of localities to best serve their
citizens and should underscore the need for additional access to
federal dollars. Not necessarily more money - but increased
freedom to get at it and use it.

Work Should be Available: All family heads who can work should
have access to full-time work. Federal trade policies, business
incentives, etc., need to be assessed in terms of their impact on
the structure of the American job market. Community service jobs
should only be offered as a last resort to those who, after an
aggressive job search, still cannot find work in the regular
economy .

wWork Should Pay: Full-time work should provide enough earnings -
and, if need be, earnings supplements, including an expanded
Earned Income Tax Credit - to get all families out of poverty and
to relieve more low income families of tax obligations.

Moreover, to assist working poor women in particular, every
effort should be made to eliminate sex segregation in jobs, as
well as in vocational education and career counseling.

Marriage Should be Rewarded: There should never be a tax penalty
or AFDC penalty for getting married or staying married. Children
will be better off.

Finally, federal policies should be assessed in terms of their
effects on work and family, especially poor families. Such
assessments, including recommendations for revising such
policies, should be done in areas as diverse as transportation,
trade policies, vocational education, entitlements and mandatory
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spending, and housing subsidies.

In closing, I would just like to say that both the Florida League
of Cities and the National League of Cities would be happy to
work with members of this Subcommittee to make the Personal
Responsibility Act a bill which would help families to

rise out of poverty by providing incentives and opportunities for
work and, at the same time, ensure that costs are not shifted on

to local communities.

Thank you, Mr. Chairman, for providing me with the opportunity to
testify here today. I would be happy to answer any questions
that any member of the Subcommittee might have.
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THE NUMBER OF EMPFLOYABLE RECIPIENTS ON SUFFOLK COUNTY'S WELFARE
ROLLS DROPPED BY 24 PER CENT...A TOTAL OF 2,458 PERSONS.

SUFFOLK COUNTY'S A.F.D.C. AND HOME RELIEF COSTS FOR 1994, FOR THE
FIRST TIME IN RECENT MEMORY, DROPPED. OUR PUBLIC ASSISTANCE COSTS
WENT DOWN BY $5.8 MILLION DOLLARS GROSS, THE COUNTY'S SHARE OF
WHICH CAME TO $1.85 MILLION DOLLARS.

SUFFOLK COUNTY'S OVERALL AF.D.C. AND HOME RELIEF CASELOAD
DROPPED BY 9.7 PER CENT IN 1994, OR A TOTAL OF 1,737 CASES.

THE NUMBER OF CLIENTS ACTIVE IN WORKFARE ASSIGNMENTS IN 1994 ROSE
35 PER CENT ABOVE THE TOTAL REACHED IN 1993.

IN DOLLAR AMOUNTS, SUFFOLK'S AF.D.C. AND HOME RELIEF BUDGETS IN
1994 GENERATED A $15.1 MILLION DOLLAR OVERALL SURPLUS, $4.9 MILLION
OF WHICH WERE LOCAL DOLLARS.

THESE SAVINGS WILL BE UTILIZED BY THE COUNTY TO REDUCE PROPERTY
TAXES, TO EXPAND TRANSITIONAL DAY CARE, AND FOR HEALTH BENEFITS
FOR "SUFFOLK WORKS!" PARTICIPANTS.

[ FEEL THAT THE STATISTICS I HAVE JUST PROVIDED YOU WITH CLEARLY
INDICATE THAT OUR PROGRAM, "SUFFOLK WORKS!".. WORKS!

THERE MAY BE SOME WHO SAY THAT THE JOBS WE ARE PLACING PEOPLE IN
ARE MINIMUM WAGE POSITIONS. THIS IS SIMPLY NOT SO. IN FACT THE
AVERAGE WAGE EARNED BY OUR FORMER CLIENTS IS OVER $7 DOLLARS AN
HOUR.

AS IMPRESSIVE AS OUR SUCCESSES HAVE BEEN, I FEEL THAT THEY WOULD
BE EVEN GREATER, WITH SOME ASSISTANCE FROM THE FEDERAL
GOVERNMENT.

WE ARE PREPARING TO ASK THE FEDERAL GOVERNMENT TO GRANT WAIVERS
IN TWO AREAS.

FIRST, WE WOULD LIKE TO SEE A WAIVER TO THE STATES ALLOWING THEM
TO ELECTRONICALLY FINGER-IMAGE A.F.D.C. RECIPIENTS.

WE ARE ALREADY FOLLOWING THIS PROCEDURE WITH HOME RELIEF
RECIPIENTS..THE NATURAL NEXT STEP WOULD BE TO EXTEND THE
PROGRAM TO A.F.D.C. CASES.
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SECONDLY, WE WOULD LIKE TO SEE WAIVERS GRANTED THAT WOULD LET
STATES ESTABLISH RESIDENCY REQUIREMENTS BEFORE A PERSON COULD
APPLY FOR PUBLIC ASSISTANCE BENEFITS. AT PRESENT, ALL A PERSON HAS
TO DO IS CROSS OVER THE STATE LINE INTO NEW YORK, GO THE NEAREST
SOCIAL SERVICES OFFICE, AND SIGN UP FOR BENEFITS.

A RESIDENCY REQUIREMENT WOULD CERTAINLY CUT DOWN ON SUCH
INCIDENTS.

LET ME SAY THAT IN SUFFOLK COUNTY WE HAVE MADE TREMENDOUS
STRIDES IN THE AREA OF WELFARE REFORM. IN FACT, | THINK WE COULD
SERVE AS A MODEL FOR OTHER AREAS OF THE COUNTRY.

GOVERNMENT MUST PROVIDE FOR THOSE WHO CANNOT PROVIDE FOR
THEMSELVES. THERE MUST ALWAYS BE A SAFETY NET.

BUT BEYOND THAT, I BELIEVE IT IS ALSO GOVERNMENTS' RESPONSIBILITY
TO ASSIST THE PEOPLE IN LEADING PRODUCTIVE, FULFILLING LIVES.

MR. CHAIRMAN.. MEMBERS OF THE COMMITTEE..THAT IS WHAT WE ARE
DOING IN SUFFOLK COUNTY.

ONCE AGAIN, THANK YOU FOR GIVING ME THE OPPORTUNITY TO ADDRESS
YOU THIS MORNING.
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Chairman SHAW. Thank you.
Mr. Fersh.

STATEMENT OF ROBERT J. FERSH, PRESIDENT, FOOD
RESEARCH AND ACTION CENTER

Mr. FERsH. Thank you very much, Mr. Chairman. We appreciate
very much the opportunity to testify this morning. I will speak pri-
marily to the issue of the food assistance block grant proposals that
are before the Committee.

I want to say at the outset that we work with all elements of the
national community that work on food assistance programs, wheth-
er it is school administrators or health professionals in WIC or the
business community, and we come today in a spirit of cooperation
to help you make the wise decisions you need to make over the
next few months. We want to work with you toward the goal that
I know all of you share with us that no American go hungry.

Let me start by saying that 2 weeks ago I spent a few days in
Kansas. It was a remarkable visit. I had dinner with eight State
legislators, six Republican and two Democrat, the current Speaker
of the House, the former Speaker of the House, and we had a re-
markable dialog about the issues of food assistance in this country.

The next morning, I had the honor of meeting with the new Gov-
ernor, Governor Bill Graves of Kansas, and we again dialoged on
these issues. I accompanied local people who run food banks and
soup kitchens and other services out in Kansas.

I want to simply say at the outset that my view of what was
being said then was, at best, people were uncertain about whether
they would be interested in these block grants. I think it would be
more accurate to say that when it comes to the food assistance pro-
grams, there was deep concern about whether this was the way we
ought to go.

Let me also say that while I was in Kansas I had a couple other
remarkable experiences. I was there to help release a study of
childhood hunger. The morning we held this press conference, it
was at an elementary school, and the assistant principal made an
impromptu appearance at the press conference. What she told us
about was something that had happened in her office minutes ear-
lier. A child had come in totally unsettled and crying. The assistant
principal calmed her down and reached for a snack that she keeps
in her office for just those occasions. In a few minutes, that child
was settled down ready to go back to school and ready to learn.

What Trish Peters told us that day was that this underscored the
incredible importance of the school breakfast program to make sure
that children do come to school ready to learn. What she also said
was that this was not an infrequent occurrence there. What people
across the country tell us, school nurses, teachers and principals,
is that this is a common occurrence.

I would like to present this as an example for you to keep in
mind of the importance of supporting programs like this, because
they are empowerment tools that down the road help lead to the
children learning better and making the job of ending dependency
in this country far easier.

Let me also say that while I was in Kansas, I met Shelly Turner,
a mother of three, including one disabled child. She drives a school-
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bus, but her salary alone does not allow her to make ends meet.
She receives food stamps which, even if she limits the purchase of
food toward the end of the month, often does not allow her to make
ends meet. She often has to sell plasma in order to make ends meet
and feed her family.

I raise that as an example, because I have a deep concern that
if we move away from making sure that, if people are willing to
play by the rules, that is, meet the requirements we place on them,
we ought to insure that they can get benefits in this country. And
it is the Shelly Turners of the world, who are the working poor,
who I suspect will be the ones who could be most hard hit if there
is not enough money to go around.

Let me now just make a few fundamental points. I appreciate
your including my entire testimony in the record.

The first point is that the food assistance programs in this coun-
try work. They work individually and they work as a system. They
are an example of federalism at its best. They certainly can be im-
proved, and my testimony presents several important specific pro-
posals to consolidate and streamline programs, deal with some of
the fraud issues in the Food Stamp Program, and so on. But the
basic structure of programs work and they have had a remarkable
positive impact on the nutritional status of Americans.

The third key point is that these programs are empowerment
tools. If you keep them in place, they will make easier work of
achieving welfare reform objectives like reducing poverty. They are
keys to success in education, crime prevention and maintaining
adequate health care.

Since I see my time is dwindling, I want to make a point that
you may be surprised to hear from me, but I think it is important
for you to hear. The block grant in my view will be inherently un-
responsive to need. But I have heard important points in the busi-
ness community about concerns they have.

For instance, I have talked to food manufacturers who said they
do not want to deal with 50 different State requirements for nutri-
tion standards in the School Lunch Program or the portion sizes.
They would like to be allowed to have one system to deal with. I
have talked to food retailers who do not want 50 different Food
Stamp Programs to run, for fear that the program benefits are
cashed out and will undermine the health of inner-city stores and
potentially undermine the health of inner-city communities.

Let me conclude by saying that we share concerns about reform-
ing the current welfare system, but we urge you to separate the
food assistance programs from welfare reform, and they should be
maintained as part of any welfare reform that you enact.

Thank you.

[The prepared statement and attachments follow:]
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Testimony of Robert J. Fersh, President
Food Research and Action Center, before the
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Subcommittee on H Resources
February 2, 1995

Introduction

Thank you, Mr. Chairman and Members of the Committee, for the
opportunity to testify today. As President of FRAC, I speak on behalf of a
national, non-profit, non-partisan organization dedicated to alleviating
domestic hunger. We serve as the coordinating agent for hundreds of
national, state, and local organizations involved in the Campaign to End
Childhood Hunger. My testimony will focus on food assistance issues before
the committee.

At FRAC, we regularly are in touch with a broad range of individuals and
groups concerned with the nutritional status of Americans. Our testimony
today will reflect input from governors, state legislators, the business
community, nutritionists, educators, health providers, state and local program
administrators, program beneficiaries, and many others. Our hope is to
provide important information and insight for the crucial deliberations your
committee faces in the coming weeks.

We appmcxaxe the enormny of the task you face. As you weigh what could
bead in approach to nutrition programs, a change that could
shrink and polmual.ly destabilize these programs, an appropriate place to
begin is with an evaluation of their effectiveness.

I would like to begin by sharing with you some recent experiences I have had
while travelling around the country. Two weeks ago, I was in Wichita,
Kansas, for the release of a statewide study of childhood hunger sponsored
by the local food bank and an interfaith organization. The event was held at
Colvm Elementary School and the assistant principal, Trish Peters, was an

promptu participant in the p. ding

Ms. Peters described an incident that had occurred just minutes before. A
child was in her office, crying and wholly unsettled. Ms, Peters calmed her
and then reached for some food she keeps in her office for just these

Within mi the child recovered and rejoined her classmates,
ready to leamn.

Ms. Peters weat on to say how important the school breakfast and lunch
programs are to the success of her school. Colvin Elementary serves
primarily low-income children, and for some reason, the child in her office
that momning had missed breakfast. Ms. Peters made clear that, in the
absence of the breakfast program, this problem would be multiplied many
times over on a daily basis. This incident in Wichita is not an isolated event.
We are told by teachers, principals and school nurses that this is a daily
occurrence across the country.

While in Wichita I also met Shelly Turner, a mother of three, including one
disabled child. Shelly drives a school bus but her salary alone does not allow
her to make ends meet. Shelly receives food stamps which, even with
limited purchases of hot dogs, macaroni and cheese and cereal, often do not
last to the end of the month. Some months, Shelly has had to sell plasma in
order to make ends meet.

I present these stories because they put a human face on the programs I am
about to discuss. It is important to understand that the "working poor” like
Shelly Tumer could be among those put in most jeopardy by proposals now
under consideration to replace food programs with block grants.

1 4
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H. The Food Stamp Program

The Food Stamp Program provides a vital safety net for millions of poor families like Shelly
Tumner's. The Program is weli-targeted to those most in need. Over 50% of food stamp
recipients are children; over 80% of the benefits go to families with children. Two million
poor elderly persons also receive food stamps. About 97 percent of all benefits go to families
with incomes below the poverty line; 56% of the benefits go to families below half the poverty
line. The average length of participation in the food stamp program is less than two years.
Half of all new recipients stay on the program no more than six months, and two-thirds end
participation within a year,

The Food Stamp Program ensures a basic adequate diet for families who find themselves in
difficult circumstances. Consider the story of a family interviewed for our childhood hunger
study in Texas. Michael was laid off from his job at a newspaper and has since gone through
his savings and even sold some possessions in order to provide for himself, his wife and their
three children. Michael now receives food stamps to help him provide adequate food for his
kids. Without food stamps, Michael says, the family could be out on the street.

Thousands of families across the country have told us similar stories -- stories of how food
stamps make the difference between having enough food and being hungry.

The Food Stamp Program works for these families because it is able to respond at times when
the need is the greatest. During a recession, food stamp participation increases; when the
economy improves, food stamp participation drops. For example, between June 1990 and June
1992, as the national unemployment rate increased from 5.1% to 7.7%, food stamp
participation increased by more than § million. Now, as the economy strengthens, participation
is steadily decreasing.

The Food Stamp Program also acts as an equalizer — assuring that families receive adequate
food no matter what state they live in. There are currently enormous disparities in AFDC
benefits from state to state that cannot be explained by differences in the cost of living. Since
food stamp benefits vary with income, they are low in states with high AFDC payments, while
in states with low AFDC payments, the Food Stamp Program’s federal dollars make up the
difference.

Food stamps have been shown to improve the nutritional status of participants. Studies show
that low-income houscholds increase the nutrient value of the food in their house by 20%-40%
when they receive food stamps. Studies also show that food stamp recipients buy fewer snacks
and sweets than the general non-food-stamp population.

Finally, the Food Stamp Program brings federal dollars into poor communities. Without the
business that food stamp recipients bring, many innercity stores would not survive. Many
food manufacturers across the country also rely on the billions of dollars food stamp
households spend on food.

III. Other Nutrition Programs

Like the Food Stamp Program, other nutrition programs, such as the school meals programs,
the Child and Adult Care Food Program and the elderly feeding programs play a vital role in
protecting the health and well-being of our most vulnerable citizens.

Consider this story we recently heard from a day care center in New Brunswick, New Jersey,
that participates in the Child and Adult Care Food Program: Four-year old Tabitha arrived at
the day care center on her first morning there after a one-week Christmas break. The moment
she walked into the center, her first words to the director, Mr. Harris, were, "When can I get
my hot lunch?" This is an indication of how important CACFP-funded meals are to preschool
children.

Similar testimony can and has been provided by people involved in the WIC program; people
who feed children in family day care homes, and afier-school settings; and people who care
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for the elderly. They tell us: children who begin their day with a balanced meal and receive
a nutritious lunch are more successful in school; mothers who enjoy a proper diet during
pregnancy give birth to healthier babies; and elderly people are less frail, less isolated and are
more likely to remain independent and stay out of institutional care facilities longer when they
can eat a nutritious meal each day in a social setting.

Like the Food Stamp Program, each of these programs makes an enormous contribution and
has achieved documented success:

The WIC Program serves about 7 million Americans a month, including five million infants
and children and 2 million pregnant or post-partum women. WIC reduces the fetal death rate
by 20 to 33 percent, infant deaths, low birth weight, premature births and other maladies.
WIC is associated with increased use of prenatal and pediatric health care, increased
immunization rates, and potentially increased eogm'tive development. Various studies suggest
that for each dollar speat on pregnant women in WIC, $3 to $4 in health care and other costs
are averted.

The National School Lunch Program serves about 26 million school children a day, including
over 13 million from low-income households. Studies show that school lunch provides these
children with one-third to one-half of their daily nutrient intake.

The School Breakfast Program serves about 6 million children a day, of whom 87 percent
come from low-income homes, Studies show that school breakfast is associated with higher
performance in standardized test scores, and reduced tardi and ab i Teachers
report far greater attentiveness in school.

The Child and Adult Care Food Program (CACFP) serves about 2 million children a day,
approximately half of whom come from low-income families. The 1994 Camnegie report,
Starting Points: Meeting the Needs of Our Youngest Children, documents that the
functioning from preschool through adulthood: *...hinges, to a significant extent, on their
experiences before the age of 3,° USDA studies have shown that CACFP improves the
nutritional value of meals eaten by preschoolers in child care settings.

The Summer Food Program provides meals to about 2 million children a day during the
summer months. Virtually all participants are low income. Summer Food provides one-third
of children’s Recommended Daily Allowances for key nutrients.

Eldesly feeding programs serve 2.5 million people in congregate meal programs in senior
centers, churches, and community locations. They also reach 820,000 frail elders with home-
delivered meals. About half of the beneficiaries of these programs are low income. Research
on these programs demonstrates that pan:cnpumg improves the nutritional intakes of older
people.

TEFAP provides commodities millions of people, including those not served by the Food
Stamp program and many Food Stamp recipients who run out of food before the end of the
month. TEFAP dities for 12.9 p of the food distributed through the
Second Harvest Network of food banks. Children and the elderly make up a significant portion
of emergency food clients.

Overall Effects of Nutrition Programs on Health and Nutrition

There is a wealth of statistical and analytical information that supports what people on the front
lines tell us about the effectiveness of these programs. The bottom line is that the individual
food programs work and they work together as a system.

Thirty years ago, strong evidence of widespread hunger and undemutrition emerged in this
country. The federal government already had established the National School Lunch Program
uamatterofnauomlsecuntym 1946. Now it stepped in again, supported by both

blican and D ic administrations and bipartisan coalitions in Congress, to address
tlus problem in partnership with state and local governments and community-based
organizations.
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Overall, the effect has been:

a significant d in growth ing (low height for age — a key measure of chronic
undernutrition);
a reduction in the preval of

and an improvement in dietary intake.

While problems of hunger and undemutrition remain, the federal programs have made an
enormous difference. These programs represent federalism working at its best. They are
voluntary programs that state and local governments, education districts and community
organizations are choosing to utilize in increasing numbers all the time. Over ninety percent
of our nation's schools offer the school lunch program because local school boards,
administrators, and communities recognize its effectiveness. Programs like school lunch have
appropriate national standards that allow flexible local implementation.

These programs create no "unfunded mandate”. To the contrary, the federal food dollars often
serve as "seed money” which leverages additional contributions of state, local and private
money and volunteer time to deliver a range of integrated services for children, the elderly and
others.

Hunger is a problem that must be solved at both the national and community level. The
federal government has provided a means for local citizens to forge appropriate solutions. If
these programs are to be substantially reformed, we must take care aot to create an "unfunded
liability® in local communities across the country. Contrary to popular misconceptions, state
and Jocal governments and private charities indicate emphatically that they are in no position
to pick up the slack should the federal commitment of resources and leadership be diminished.

Food Programs as Empowerment Tools

1t is important to understand that these food programs are part of a larger whole~they are
integral to strategies to improve the long-term prospects for children’s lives that go far beyond
their nutritional status. The WIC program itself embodies this, with the integration of prenatal
and pediatric care, nutrition counseling, and nutrition assistance. The Child and Adult Care
Food Program also is associated with improved quality of child care. The 1994 Camegie
Study of Children in Family Child Care and Relative Care reported that 87 percent of the
family child care homes considered to be providing good quality child care participated in the
CACFP.

There are many other examples:

Carla Sanger directs an after school program known as LA’s BEST. This program serves
about 4,500 inner city elementary school children daily, 245 days a year., The program
operates 2:30-6:00 pm in twenty schools, during which time the children do school work, play
sports, learn to use computers and engage in artistic and cultural activities. Independent
evaluations document that LA's BEST improves scholastic performance, fosters positive
behavior changes, decreases crime and improves the children’s sense of safety in their
environment. As Ms. Sanger says, "We are winning the war with the gangs for these kids'
attention.”

What Ms. Sanger also would tell you is that the meal supplement provided by the Child and
Adult Care Food Program to children when they arrive is critical 1o her success. It draws
children into the program, provides them with the extra nutrition they need, and allows them
to focus on the after school enrichment activities. On January 17, 1995, she wrote to Senator
Richard Lugar:

"There is no question that without federal reimbursement for food, this important
component of the after school programs will be diminished or eliminated, and likely
impact the daily attendance of children who so desperately need and benefit from after
school programs.*

Without the assurance of federal funding for a snack, it will be very difficult for Ms. Sanger
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to reach her goal of expanding to fifty schools and serving 10,000 children a day.

] In Hoquiam, Washington, the Parks and Recreation Board works with the school district,
police and fire associations, and a variety of civic clubs to provide a summer recreation
program to over 200 children a day. The community has pieced together crime prevention
funds, AmeriCorps participants, private money and the USDA Summer Food Program to make
the program work. Kristi Earley, Program Director, says the meal served is the foundation
for the program and helps draw the high daily attendance. A local police sergeant says the
program stops children from having to steal to eat. The summer program has been so
successful in organizing activities for low-income youth that it has led to a year-round after
school program.

. In Pittston, Pennsylvania, the school system effectively combined a reading program with
school breakfast. Known as the PAC Program (for Pittston Area Capable), children from
grade four and up volunteer to read to younger children after they finish their school breakfast.
The younger children are engaged in a learning activity that maintains their interest and
requires little supervision. An interesting side effect of the program has been to make
participation in the School Breakfast Program more popular and resolved many school officials’
initial concerns about securing supervision for both participants and non-participants in the
School Breakfast Program.

Much to the surprise of both teachers and administrators, all of their older students relish the
opportunity the program offers to demonstrate leadership and support as role models for
younger students. This attitude has prevailed among students previously thought to have
behavior problems, as well as those with reading difficulties.

Conversion of current food programs to block grants could not only threaten the continuation
of the highly successful programs described above, but almost surely will impede expansion
of these efforts. This would be most unfortunate, because these are the very approaches that
will lead to more productive, and less dependent, members of our society down the road.

V1. Program Improvements

We do not contend that nutrition programs are perfect. We at FRAC have long advocated
changes to improve their effectiveness and would be pleased to work with you to refine
these. Here are examples of reforms we would support:

. In the Food Stamp Program, we support changes to speed up the implementation of
Electronic Benefits Transfer (EBT) systems. EBT can help track and prevent fraud and
also can make food stamps more efficient. We also support coordination of key definitions
of income and assets with the AFDC program, simplification of the application process for
certain households, and coordination of the employment and training program with AFDC
and other employment and training programs.

L] We support thoughtful efforts to consolidate nutrition programs operated out of schools.
There is no need for multiple application forms, eligibility requirements, and
reimbursement rates if a school is operating several programs to feed essentially the same
children at different times of the day or year. There can be much greater coordination
between the School Lunch and Breakfast Programs, and that same information and
bookkeeping process could be utilized if a school serves a snack to children after school
hours through the Child and Adult Care Food Program. Similarly, although there are
some trickier issues here, we believe a streamlining of paperwork could occur if a school
chooses to provide meals through the Summer Feeding Program when school is out.

. While there must be adequate federal accountability over child nutrition funds, we believe
the degree of auditing that occurs in the schools and other institutions must be eased. The
level of detail and oversight reflects very little trust in state and local governments. We
believe that some acceptable standards can be set without the kind of detailed oversight
that has been built up and retained under the aegis of both Republican and Democratic
administrations in recent years.
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In addition to schools, we believe that there should be a consolidation of nutrition
programs offered by various non-profit institutions and a simplification of paperwork for
them. Some institutions, such as churches, Boys Clubs or Girls Clubs, YMCA’s or
YWCA'’s, may be utilizing the Child and Adult Care Food Program and the Summer Food
Program to feed different students at different points in the year. We believe they would
welcome a consolidation of paperwork and the coordination of reimbursements.

I am confident there are other ideas that can be put forward to ease the administration
of the programs that are not listed here. Needless to say, the cumulative effect of all these
changes would not only ease administration for state and local officials, but would be of
benefit to the ultimate recipients. If low income families do not have to fill out multiple
applications, it should ease children’s participation in a variety of programs.

Concerns with a Block Grant Approach

As Congress reexamines many national programs and the appropriate roles for different levels
of government, we urge you to keep in mind two fundamental considerations for your decision-
making process:

Will all individuals currently eligible and in need of assistance receive the same level of
service?

What assurances are there that new approaches will work as well or better than the current
system in meeting the objectives of the nutrition programs?

If these questions cannot be answered satisfactorily, we urge you to resist making changes that
may, at best, lead to uncertainty and at worst, to a major step backward in this country’s
commitment to the health and nutritional status of all its members.

While the details of various proposals vary, we view with alarm the concept of repealing all
current food assistance programs and replacing them. with block grant funding. Here are our
concerns:

Predictability and Responsiveness of Funding

The current funding mechanisms for most nutrition programs allow state and local program
administrators to know well in advance how much funding they will receive per individual who
qualifies for services. Under a block grant, the level of federal funding, as well as the
allocation within a state, may be uncertain. This can create havoc with the need of local
administrators to plan.

Even if predictable funding could be provided, a block grant approach is likely to be far less
equitable and responsive than the current system. Each year, there are demographic changes
within states due to unemployment levels, population growth, aging and other factors. It is
very difficult to devise a formula that takes these into account adequately. Over time inequities
among states will grow.

Block grants do not respond well to changes within a state or local community within a funding
year. If a state experiences a major recession, it will find it difficult to respond to increased
demand for school lunch and food stamp assistance—especially at the very time its own state
revenues are down. The result may well be waiting lists for assistance or across the board
cutbacks in benefits or in the quality of meals served.

We also are skeptical of how sensitively and timely help from a "rainy day* fund might be
provided under various block grant proposals now under consideration.

Response to Unmet Need

By freezing or cutting funding levels, block grants remove from state and local governments
the choice they now have to expand certain nutrition services. For example, from 1989 to
1994, Kansas increased its participation in School Breakfast from 9,000 to over 60,000 children

4
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aday. Such a choice would be impossible under a block grant approach, unless the state could
find its own resources or cut other programs.

Administrative Savings

We are aware of the argument that block grants will create such large administrative savings
through the consolidation of programs that beneficiaries will not be hurt. We urge close
examination of this issue because we believe there are limited savings to be realized.

First, administrative costs are a relatively small proportion of all food program costs. Even
if a significant portion of administrative savings could be achieved, little money would be freed
up for benefits. If programs are turned back to the states, they still will have to maintain
adequate screening and accountability systems.

Furthermore, unless we envision ending meal service in schools, health and nutrition benefits
through a WIC-type program, hot meals for the elderly, and a general program of assistance
like food stamps, states will still have to operate multiple programs through various agencies.
The result will be relatively little savings in administration for them.

Interstate Issues

Many new problems would be created by 50 separate food assistance approaches in the states.
Right now food manufacturers can produce school and child care meals under a uniform
national standard for portion sizes and nutritional content. If states can each set their own
standards, this efficiency would be lost. Also, states would find it much harder to coordinate
among themselves to standardize approaches to work with the food industry.

People who live right on the border of a state could not be assured of the ability to use food
stamps or WIC vouchers across state lines. Food retail stores which operate across states
might have to set up different and costly systems in each state to deal with food stamps and
WIC, particularly if states develop 50 different electronic benefits transfer systems. (A copy
of the Food Marketing Institute statement calling for national uniformity on this issue is
attached to this testimony.)

Nutritional Standards

One of the keys to the success of child nutrition programs has been the establishment of
nutritional standards to ensure that these programs meet their objectives. In the absence
of nutritional standards, it is very difficult to gauge whether these programs are achieving
their intended results. While there has been much debate about how detailed these
standards should be and how they should be enforced, there is widespread agreement
amopg program administrators, health and nutrition experts, and the food industry, that
there should be national standards to help ensure adequate nutrition and effective
administration in these programs.

If we move to a block grant approach, and there are no national nutrition standards, it will
be very difficult for taxpayers to ensure that their dollars are being spent appropriately.
How would we know how well state programs are serving their intended purposes? The
absence of national standards also means that every state would have to develop its own
standards for nutrition. This would seem to involve unnecessary duplication and overlap
among the various states.

Under a block grant, there may be no guarantee that funds would be spent on food. If
states are free to cash out the Food Stamp Program, benefits could be spent on non-food
items. Studies have shown as much as a 20% decrease in food purchases when food stamp
benefits are cashed out. Thus, a block grant could seriously weaken the Food Stamp
Program as a nutritional program. Significant decreases in food purchases could also have
ramifications for food and retailer industries.
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Adequacy of Funding

Related to the point above, we believe that conversion to a block grant for food assistance will
inevitably lead to a loss of support for this important function. When there are fifty different
state programs, especially if national nutrition standards are not present, it will be very difficult
to evaluate the success of the various programs and to set appropriate funding levels. Even
if some states are hugely successful and document the need for more assistance, such help may
not be forthcoming if other states’ performance is less stellar.

While we understand that some people believe the federal government should not be in the
nutrition assistance business at all, and may find comfort in this argument, we suggest that this
should be a clear and up front decision. If one believes in a continuing and responsive national
role in nutrition assistance, conversion to a block grant is likely to make this far more difficult
to achieve.

Conclusion

Thank you very much for the opportunity to testify today. This committee has enormous
responsibilities at a time of great change. It will require great wisdom to determine in what
areas there needs to be fundamental change and what areas there does not. In the area of
nutrition, we urge you to refrain from dismantling what has been a highly effective and highly
appropriate response from the federal government to the needs of vulnerable citizens.

As you deliberate, we urge you to keep in mind a wamning sounded last year by Professor
Ernesto Pollitt, a leading researcher in the nutrition field. He said, "We have now learned that
even moderate undernutrition, the type most frequently seen in the United Sates, can have
lasting effects on the cognitive development of children.” (The Link Between Nutrition and
Cognitive Development in Children, Tufts University Center of Hunger, Poverty and Nutrition
Policy, 1994)

In FRAC's own groundbreaking study of childhood hunger, the Community Childhood Hunger
Identification Project, we found that in comparison to non-hungry children, hungry children
were:

L more than three times as likely to suffer from unwanted weight loss

L more than four times as likely to suffer from fatigue

[ almost three times as likely to suffer from irritability

L more than 12 times as likely to report dizziness

L] more than twice as likely to have frequent headaches

. almost twice as likely to have frequent ear infections

L] almost three times as likely to suffer from concentration problems; and

L almost twice as likely to have frequent colds.

With these consequences in mind, we should err on the side of ensuring that our children and
other vulnerable citizens have enough to eat. As you continue to explore these issues, we
believe you will find a groundswell of support to maintain current programs.

We urge you not to rush any of your decisions. The results could well be chaos for state and

local government and for vulnerable Americans. We stand ready to assist you in any way
possible in your further deliberations.
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FMIPOLICY STATEMENT
ON FOOD ASSISTANCE REFORM
Jannary 1995

The Food Marketing Instirure has:long supported Food Stamps and WIC as effective,
efficient wavs of reducing bunger and-improving the nursition of our nation's poor. Both
these programs serve as ultimate safety nets for those who cammot afford adequate diets.
In 1994, some 27 million Americans depended on food stamps as income suppiemems at &
total cost to the federal government of $24.5 billion. Over one-half of the beneficiaries
were children. In addition, spproximately 6.5 million Americans participated in the WIC
program for this same vear at a cost to the federal government of just over $3 billion.

FMI supports reforms that would improve the efficiency of food assi progr
while at the same time reducing any fraud and abuse thet mxy exist. 1t is appropriate to
scrutinize every government program to increase efficiency and cffectiveness whercver
possible. In fact, the gowymdumy:hndyhasbmamajorpmmpmmthe effort to
convert food stamps to an el hmejutrzns&r wnhmcﬂythucgolls
n mind.

If food assistance programs are moved to the states in block grapts, with each state
given authoriry to set its own standards for elighbility, thebmpmcxplnsetﬁmhhclow
wuuldludtordrmsthnmmcoanduu&ndndnbns&mhncezhedm
ofthe programs, and reduce both pubkic and ynv:te administrative costs I food

ime to be admini nthefedmllcv:l,theusnmpmcml&l

should also apply.

L Beanseacusstofoodutheuhmenﬁayne&fotneeriymtheu
programs shonld not be simply cashed our. Research has demonstrated that
ing the link b progr benefits and the actual purchase of food
r&whsmthedamrmmofnmanddxﬁsqmﬂyforomchﬂdxn This
mnusaslongtemhuhhwecomdnmuﬂymdoﬁmmmemml
growth and development of children.
2. FMI strongily sapp d @ntoxzdnceﬁmdndabnse,mdm
mmve:ﬁumcybyrqnvmgbmcﬁtdehvasynm We encourage
! of the timetnble for compiction of the government’s electronic
hmeﬁntrmsfupwpouhtoq:eedﬁmlmhnﬂmofthnpmmgsymls
m altemative.
1 Asdehvuy hagi 'm designed, nati nnd‘nmnymnbethegoll
P to retain the freed touhupatstomofthmrhmcend
mmgthenphxmybwdnthnmhphsyﬁmmonmm
opmgacms;nusd:monzllmu. Humpmmmognnalsnhn
mifbrmity is \4 P of imp Y to
and abuse. H |
4. Smlmswwhohsommdnmmbodmthefocdwmyum
goal of faod assistzncetprograms, averly restrictive licknsing requirements for
participation, particulady for the WIC program, shonid be chiminated. This
wvnldredncebathgmfamndpzivﬂndmiﬁmu’wwﬂmdm
food access for recipients.

Aqubymmmdmm
: Jamoary 14, 1995
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Chairman SHAW. Thank you.

Parenthetically, the question of what happens to the various food
programs is before two other committees, but your message is well
received.

Mr. Fersh. Thank you.

Chairman SHAW. Ms. Darling.

STATEMENT OF SHARON DARLING, PRESIDENT, NATIONAL
CENTER FOR FAMILY LITERACY

Ms. DARLING. Thank you, Mr. Chairman. It is a privilege for me
to be here today to share with you information that I think will be
important in reforming the welfare system.

I am coming to you today with a history of 25 years in service
to adult education, those adults who are out there struggling to
gain a toehold in the economic mainstream, those who do not read
well, those who do not have English skills, those who are the ones
that we are focusing our attention on in the reform of our welfare
system.

I have been both a teacher of adult education, a State planner,
a local program operator, and now running the National Center for
Family Literacy. So I am coming to you today to talk about what
I think is an exciting plan for welfare reform that we probably need
to pay attention to, because it is working throughout the Nation,
a plan that really looks at family not bailing the bucket, but turn-
ing off the spigot, if you will, for welfare reform, because it looks
at two generations at the same time.

It is a plan that looks at the centrality of the family and putting
the pieces back together and strengthening the family, and the
central role of education is a combination to really look at systemic
change in welfare reform.

That plan involves something we call family literacy that, in its
very simplest definition, brings together parents who do not have
literacy skills with their young children for learning in combina-
tion. They come together. The parent gets up in the morning and
takes the hand of their 3- or 4-year-old child, brings the infant
along and comes to a school where learning takes place for both.
The parent has good basic skills, adult education, job training, job
exploration, getting ready to go into employment, while the child
is right next door getting good early childhood education to over-
come the deficit that we know they will face when they reach our
public schools.

Then the parents and the children come together and start to
learn a new way to interact with one another, a way to build self-
esteem together, a way for parents for the first time, many of them
who have not had this model for them in their own home, can start
to interact with their children. And then the parents have some-
thing we call parenting education, where they not only learn how
to be better parents and how to influence the future life of their
child, they also learn some skills that will help them cope, some
problem solving skills, some ways to work through the maze of
problems they face every day as they wake up, being welfare de-
pendent and stuck sometimes in situations beyond our comprehen-
sion.
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It is a simple approach to a very basic and fundamental problem
that we face, as we look at welfare reform. It is an approach that
is working, and it is working all throughout the United States. It
is an approach that does not try to create new pieces, and you may
know it as Even Start as a Federal program. You may know it as
a component of Head Start of adult education or job training or
JTPA. But it is the first time the pieces have been put together for
the family to really look at systemic change in breaking the cycle
and starting the spiral upward, instead of downward for those fam-
ilies.

We have evidence that it is working extremely well. As a matter
of fact, it is working better than most of what we have tried. We
know that parents who come to this program succeed, that they
continue on 3 years later. We just had a follow-up study out of one
of the Atlanta programs and we found that parents in those pro-
grams, 79 percent of them are now either in jobs or in vocational
training or have substantially changed their lives in other ways.

We know that things change for children, that children not only
learn faster than in other preschool programs when their parents
attend with them, but they also achieve long-term results at a
much more rapid rate.

We know that if we focus on the family as the unit of interven-
tion and we bring the parents and the children together, that we
are sending a message to parents that they cannot continue to just
have children and send them to the system to be fixed, that in fact
what we need to do is help them become the parents that they
want to become. They care deeply about their children. They need
the schools and the knowledge to help prepare their children for
life, to help prepare themselves for self-sufficiency. We simply must
put tools in their toolbox so they can do what all of us want to do
as parents of our children.

I think I would like to make two recommendations to you for
welfare reform. One of those is that we really must quit focusing
on entitlements and time limits and start focusing on the family,
an assessment of the needs of the individual family and looking at
that and how it translates to the plan for self-sufficiency. There are
some families that are on welfare who do not need to be on there
1 more minute. Others should be on there longer than 3 years, if
they really are going to have a self-sufficient future.

The second point I would like to make is that I think we should
focus all efforts on the family, that legislation fragmenting the fam-
ily should not be allowed, that every piece of legislation or policy
that comes before this Committee should be examined in terms of
its influence on the family, and that the Family Literacy Program
should be a requirement for parents who do not have basic literacy
skills and their children, so that we are looking at a team in send-
ing that continual message that the parent is the important teach-
er of the children in order to achieve self-sufficiency for this gen-
eration and the next. We simply must focus on the family as a unit.

Thank you.

[The prepared statement and attachments follow:]
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Testimony
House Ways and Means Committee
February 2, 1995

Submitted by:

Sharon Darling, President
National Center for Family Literacy
Waterfront Plaza, Suite 200
325 West Main Street
Louisville, KY 40202-4251
502/584-1133

Introduction

Family literacy should be the heart of welfare reform. It preserves and strengthens the
family unit, it creates self-sufficient families, it expands work and training opportunities,
and it provides a model for the nation for a coordinated system of funding and services that
maximizes scarce dollars. The goal of family literacy. is to use education and training as a
way 1o strengthen the family and ensure self-sufficiency. Family literacy provides a family
focused f;:vrogram to improve the skills and educational level of parents, the developmental
skills of their young children, and the parenting and life skills of adults. An effective
welfare system with both long-term and short-term impact must include a strong famnily
literacy component.
Wcl.fare dependency and low educational achievement are directly related.
By the year 2000, people with less than a high school educauon will be able to fill
only 14% of all jobs.
« Ninety percent of welfare recipients are high school dropouts.

¢ ‘The typical AFDC (Aid 10 Families with Dependent Children) recipient between 17
and 21 has reading skills below the sixth grade level.

M g the needs of p poverty will do a great deal to improve the quality of life of
their young children, but it wﬂl not necessarily meet their developmental needs. A quality
pre-school program for the children who are clients of the welfare system will result in:

Jess need for special education and remedial education programs,

< an improvement in their attendance in school and a lower grade retention rate in
school,

« an improvement in their participation in education and training beyond high school,
= - a lower participation rate in the juvenile justice system,

e an improvement in their income level as adults and their chances of being
homeowners as adults.

Solving the problems of parents in poverty is the best way to solve the problems of
children in poverty and prevent dependency in the future. The family must be considered
as lhe target of intervention.
Two-thirds of AFDC mcxpxents are children. In 1992, AFDC provided benefits to
9.2 million children

o Children’s literacy levels are strongly linked to the educational levels of their
parents—especially their mothers.

» The more educated the parent and the more economically stable the home, the more
learning opportunities are provided for children.

» If a child never misses a day of school from first grade to twelfth grade, he or she
would have spent only 9% of his or her life in the classroom. Ninety-onc percent is
spent in the home or out in the community.

»  Children who live in homes with adults who are unemployed and have themselves
not completed high school are five to six times more likely to be dropouts.

There is a direct relationship b the educational achi of young people and the
problems of teenage pmgn
. Bchwa(X)(XX)peopleagededundahnvechﬂdmn 80% of the children
born to teenage parents who dropped out of school live in poverty.

« About 50% of unwed teen mothers receive welfare within one year of the birth of
their first child and 77% within five years.
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* Poor 16- to 19-year-old girls with below-average basic skills, whether white, black
or Hispanic, arc six times maore likely to have children than those with above-
average basic skills residing in non-poor houscholds.

+ Forty percent of female welfare recipicnts give birth to their first child before the
age of 19.

Family literacy promises to_ensure a hopeful future for parents and their children, realizing
we must produce systemic change. The message should be that parents have the
mspmmbnhtymreanhurchﬂdmundwmbehdpedth:wghfamdyhmcypmgnmsm
acquire the skills they need to provide for their children. We cannot afford to lose the
current generation that is struggling to sustain a tochold in the economic mainstrearn, This
genmnondemmmsmcmhmyefun-ﬁmmgmmnon—ourchﬂdrm Family literacy
has been ful with these

| o 4

Inthelongtcrm.pmmmoosuwilldmmsh as families gain the skills and knowledge
needed to take responsibility for their own path toward self-sufficiency and education,
Government must communicate to the public that they cannot leave their faie and that of
their children to public assistance and public decision making. Every American must take
advantage of the opportunitics to become trained and literate, and learn what it will take
be sure their child is prepared for the future.

Question: What do the American people want in
a welfare system?
Answer: They want to abolish welfare,

In order to accomplish this goal, it is important to remembes that the system must work for
all the American people—not just those who have jobs and financial security—but those
who are currently on welfare. Four tenets of a welfare system that generally yield
agreement are that the system:

1 prescrveandsuengdmﬂ:efmnlyumt.
2. cease fi yona g sysiem,
3. pmwdeworkandtrumngoppu‘umm
4. create programs that focus on outcomes for famils.

Addressing welfare through family literacy is an opportunity to address
these four tenets:

Preserve and strengthen the family unit
’ Famlyhmcypmavuﬁcﬁmﬂymbymoogniﬁng&ndwpgmlis&cﬁmm@pgim

education, elrlycluldhoodedlnnon.timfot, and child her, and i
and life skills development. Parents b more ive to their children, child
receive the developmental care they need, and families leam to work together more
effectively. During pareat and child & ion time, P and their children spend time

dcvelop new patterns and often more positive, supportive :elmonslnps Parents also learn

and practice how to make the transition of these new skills into the home. The home
mslleunmgenvnmlnddlefamdymbasbcgmwsuppmmhmherm
contribute to cach person’s success.

Cease financial dependency on a government system
‘n\eNmmdAd:mthwvey conclodes that adults with proficiencies wil.hinihe_

smnps.mbe andymm—mntmmramfammabomcmmt
events, public mnaﬂpvunmmtmﬁnﬁummismcywwsuppmthe
v:cwexpmssedmammﬁunﬂ:AmhnSociayforhainhglnd

{ ir I i ‘Fami)
mmgingfnmﬂymspouhhﬁes.nhngmofchﬂdrm.mdpmvﬂm mnspormnonmd
other day-to-day necessities. They have better results with families gaining self-sufficiency
than those programs that do not include the family approach.



975

el i amily Li
Provide work and lrnmmg opportunities

In the adult education portion of a family literacy program, basic skills mstrucnon is
provided for parents ot the primary caregiver. Parents participate in adult ed

while their children are in early childhood education. Basic skills instruction is based upon
the leamner’s needs and goals. The instruction is presented in context with the literacy skills
the parent needs to function in the life roles of parent, consumer, employee, and citizen.
Individualized, small group, and large group instructional approaches are utilized o
develop skills nceded at the w arkplace and in the home. Students explore training and
education options, set carcer goals and are pro eA:u-vocaxwmal experiences. High
school diplomas, vocational opportunities, and further education and training are expected
outcomes for parents.

Create programs that focus on outcomes for families

A welfare recipient is going to be more successful in transitioning 1 a non-welfare
environment when there is synergy in the ity and coordination among the services
being received. Being able to manage one’s affairs, being part of a community setting, and
obtaining and maintaining both mental and physical health services are benefits that will
assist a welfare recipient in his ar her quest for self-sufficiency. By coordinating systems,
family literacy programs are able o maximize services offered to families.

Family literacy programs seldom rely on the resources of a single agency. Family literacy
builds on exisung programs such as Head Start, adult education, and family support
centers to create a holistic approach and helps those programs be far more effective in both
the short term and the long term view. The families who participate have a variety of needs
that can be best met through a collaboration of services and resources. Programs are able
to identify family nceds and provide the vehicle to implement coramunity coordination.
Family literacy programs deal with families—they are more than adult education programs;
they are more than child development programs. A family literacy program has the
components to capitalize on these element and 10 streamline and facilitae a muls-faceted
approach that pulls similar programs together.

The following flow chart provides an example of how a welfare family may enter the
system, participate in a family literacy program, and transition into the work force.

Family Literacy's Role in Real Welfare Reform

I Family living in poverty I

3
Enter Welfare System
3

Family Needs Assessment
Conduzted

2
‘Those families with preschool children and
pmnlsinnudofhasicliu::y:kﬂhuhizhmhwﬁpm

enter
compleGon Family Literacy Program | upon
(see chart on typical day _g
addendum pg. 10)
Adull obtsins problem-solving and Pareat uses siiis N |+ FAins developmenta skills o
employment skills plus a GED 10 suppant the educa- carly childhood
tion of the child and Prop
| - provide 1
" Enters into higher education positive role model Child enters school ready to leam
of job training program for child’s educati and succeed

'

I Enters workforce l
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Welfare Reform and Family Literacy?

Literacy is the key 1o welfare reform and economic growth for this generation and the nexs.
Having a parent who graduated from high school — a literate parent with skills needed
for employment and parenting — is the ticket ous of poverty and the ticket to
eliminating welfare for our next generation ... and o families. Family literacy gives
literacy programs added value.

Bertha lives in Louisville, Kentucky, has six children, and used 1w depend on the
government to feed, house, and clothe her family. She loves to tell the story of how one
day, her children went to the mailbox and saw that the welfare check was not there. They
couldn’t believe it. Bertha told them they would never sce a welfare check in the mailbox
again. They haven't.

Regina dropped out of high school at 17 w0 get married, had four children, and was later
divorced. She had never had a regular job and was living in one room with no electricity or
running water. She was paralyzed with shyness when she ventured outside her home.
She is now speaking in public, sporting a Magna Cum Laude from Mars Hill College in
North Carolina, and is tmchmg school in the community where she lives. Her children,
who were barely passing in school, are now on the honor roll and talking about college in
their future.

‘What is the commonality between thcse two individuals and thousands of others who have
broken the cycle of welfare d y? The ality is that they have been involved
in a family literacy program. Thcy are now working and adequately supporting -their
families financially. They are now able to give their children the emotional support they
need to continue their education and not fall into the cycle of dependency the welfare
system offers.

We know from these stories and thousands of others in every state that an effective welfare
system with long-term impact must include a strong family literacy component. Family
literacy can be the heart of welfare reform. It preserves the family unit, it creates self-
sufficient families, it expands work and training opportunities, and it requires a coordinated
system of funding and services that maximizes scarce dollars.
Family literacy is an education program for the entire family. It contains the following four
components:

1. Adult education classes to achieve GED or altemative high school diploma

2. Early childhood education classes for preschool children

3. Parent and child spend time together to build upon parenting skills

4. Adult training to g and life skills

P

The synergy of combining the components to focus on the family produces added value:
¢ Lifelong leaming is promoted;
« Problem solving is increased;
«  Children see parents as positive role models for leaming and achieving.

Comprehensive programs like family literacy prepare families for self-sufficiency. Jobs
will get families off welfare. Family literacy programs prepare adults to exit the welfare
system with basic skills for success. Family lnu'acy also enhances parenting skills to
support the education of their child This wﬂl break the poverty cycle.
Money already being speat on should be di d toward families — not just

&

toward children’s programs or adult programs.

What Family Literacy has Already Accomplished

The National Center for Family Literacy (NCFL) has become a catalyst for innovations
that have brought families out of the welfare and poverty cycle. The efforts supported by
- NCFL strengthen the family through adult literacy and early childhood education, support
school reform and fostueconmckvdopnmt NCFL suppon.s programs in every state

and works with state leaders and local to help redirect ineffective,
fragmented programs to a systemic cha.nge appmach 'that works.
Famxlthracylsbaseduponanmplc.bmpwuful. ise: that p and children can
learn together and enhance cach others” lives. When p and children learn h

attitudes of appreciation and respect for education are modeled for the children that pave the
way for school success. Parents acquire new skills for work and home and renewed
appreqmonofd\cnmlclsdl:mnlmpmamtachus of their children. They develop
positive and supportive attiudes about schoohng. the work and joy of learning, and the
connection between education and the quality of

There is evidence that each of the four components of family literacy nppea.rs to be cﬂ'ecnvc
in improving the lives of undereducated adults and in helping their children break the cycle
of dependency.
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» Adults participating in family literacy programs demonstrate greater gains in literacy
than adults in programs that only provide instruction for adults.

+ Panicipants in family literacy programs are more likely to remain in the program
than participants in programs without the comprehensive services o meet the needs
of the entire family,

+ Adults who participate in the program for a longer period of time continue to learn.

» Children participating in family literacy programs demonstrate  greater
developmental gains than children in programs that provide child-focused services
only.

A variety of efforts have been undertaken over the years to address the nceds of
undereducated adults and *'at risk™ children in the nation. Most agree that these problem
areas are critical for America’s future. Too many adults are not able to succeed in the
present economy, and they pass this legacy on to their children.

Welfare reform can be seen as an opportunity to assist families by
achieving long-term gains to families rather than a short-term fix to welfare
recipients.

Family literacy works. A follow-up study of 200 families who antended family literacy
programs in three states found that not one of the children in the programs had repeated a
grade during the first four years of elementary school. That translates into a $5,000
savings each time one of those children was promoted 10 the next grade, and dramarically
mduoed the chance the taxpayer will support the child in the future.

¢ While enrolied, children who were at the bottom of the nation in readiness for
school madc important gains on developmental indicators and performed better than
lled in other programs. After leaving the program, those

children who attended pre-school with their parents performed well in kindergarten

and first grade.
¢ While lled, the p of the children made imponam gains on achievement
tests and pcrfonmd well on GED tests. They after

leaving the program, as well as being involved in the schooling of ther children.

The growth of the parents was no less dramatic in other areas. A recent study from Adanta

confirmed that three years after complcung the program, 79% of parents who had been on
welfare were employed, enrolled in vocational training or other education programs, or had
improved their lives in other ways. Participants of family literacy programs described their
lives as gaining improved self-confidence and sclf-control, passing high school
equivalency exams, being admitted to college, securing new jobs, and enjoying much better
relations with their children. In terms of employment, getting one parent into the work
force and keeping that parent there will pay for the cost of the family literacy program.

In the year 2000, 14.2 million children, or one of every four children, will be living in
poverty. Twenty-five percent of those children will be held back in school because of the
poor circumstances in which they live. The cost to the taxpayers will be $18 billion a year.
Statistics tell us that as many as 75% of these children will need diation in our public
schools. At an average cost of $3,000 per student, the bill can easily add up to $32 billion.
If we factor in those children who drop out of school as the ones giving birth, the cost rises
to $35 billion a year. We must remember these infants need intensive health services —
not to mention the cost of crime, juvenile delinquency, drug and alcohol abuse, and all
other social ills that are compounded by the problems of poverty and illiteracy and children
having children.

These problems can be alleviated but we must strategically plan for the future to improve
- our efficiency in the new global economy and save tax dollarsto reduce the deficit but,
most important, we must preserve the family. In family literacy programs, parents and
children develop as partners in leamning and become partners in success. Family literacy
means more than what parents and children learn, It also means who they become. It
means families growing to believe in themselves, to believe in their future. It means
systemic change.

Funding

‘We need to be assured that the money already being spent is directed toward families, not

just adults or children. There also needs o be assurance that there is not duplication of
efforts in the implementation of programs. In the addendum of this paper, a description of
37 public funding sources is referenced. As noted in this summary, public funding sources
which may support family literacy services are many and varied. Some arc appropriate as
primary funding sources—covering the cost of core component services like adult
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ducation and hool i i Others have po«munlnssupplemenlxry funding
sources, which nnght orp , for example, staff nnd
in-service tnmmg or nnmum for fumhs Funlly, some pmgrams or agencies may

be important coll or for par g families.

Recommendations

1. The welfare system should be roorganized to focus on a family needs assessment,
rather than entitlement criteria or time limits.

2. Family literacy should be a requi for particip who have not completed high
school and have a pre-school child.
3. Congress should fund model d staff devel and h

and evaluation to identify quality programs and create a vehicle to abolish ineffective
programs.

4. Progmams funded under the suspices of welfare reform should be directed 1oward
family units, as opposed to individuals within the family.

5. All new and existing legislation should be screened for its ability w create self-
sufficiency, as opposed to dependency on government programs.

Addendum
Key Points Regarding Welfare Reform and Family Literacy
An effective welfare system with long-term impact maust include a strong family literacy
component. Family litcracy should be the heart of welfare reform. k prescrves the family

unit, it creates self-sufficient families, it expands work and g opportunities, and 1t
requires a coordinaied system of funding and services that maximizes scarce dollars.

Welfare reform must have an impact on the entire farnily.
Family literacy is an education program for the entire family.

‘What are the four components of a family literacy program
1. Adult education classes to achicve GED or allcmauve high school diploma
2. Early childhood education classes for preschool children
3. Parent and child spead time together to build upon pareating skills
4. Adult training to enhance parenting and life skills

What is d\eﬁlfdndvn{ueofahnﬂyliuacypmgnm?
» Lifelong learning is promoted
¢ Problem solving is increased
¢ Children see parents as pasitive role models for leaming and achieving

Will a family literacy program get families off welfare?
Jobs will get familics off welfare. anlyhmacypmgnmsprq)madﬂtstomt
the welfare system with basic skills for success. Famﬂyhlu-acy enhances
parenting skills to support the education of their child will
break the poverty cycle. Moncy already being spent on pmgrams should be
directed toward families—not just children’s programs or adult programs.

Supporting Information and Data

For the first time in the history of the United Statcs, we have information and accuratc data
regarding the literacy levels of our popul The cc g dilemma in striving for a
competent workforce was confirmed in the National Adult thaacy Survey. This report
wasconmussmnedbylheUS D of Ed and published in 1993. Twenty
six thousand adults ability to read and problem-solve was d. The results found:
* Ninety million adults (almost onc half of the population) were in need of
remediation with reading and math skills.

¢ Of that 90 million, 44 millios were in the lowest level of literacy. Many of these
individuals did not have the skills to determine the difference in price between two
items, time and place of a mecting in a letter, or locate very simple information in a
brief news article. Still others in this group could not even read the test.
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+ Because of such limited reading skills, others were not able to respond at all. For
those in ;he age group of 21 1o 25, the reading ability has become statistically worse
since 1985.

» The study confirms that economic achicvement is linked to education. Adults with
the lowest levels of literacy have the weakest ties to the job market and the lowest
level of carnings.

« This study also confirms the link between the literacy competence of children and
the educational level of their parents.

e Of the adults who ranked in the lowest of five literacy levels, 80% were
unemployed and most relied on public assistance. The nation’s economic “ball and
chain” must be defined as the unprepared adult workers whose growing numbers of
offspring have no other positive role models to change their mind set.

The logical solution to solve the problem today is to provide a good foundation of basic
skills for the adults, prohibiting future gencrations from falling into the same
undereducation and poverty cycle. By the year 2000, it is estimated that 14.8 million
children will be living in poverty. That represents one in four overall, and one in three in
the urban areas.

+  Children who live in poverty are five 10 six times more likely to drop out of school.
The nation lost those children, our future, when we lost the war on poverty. We
are currently seeing the results of the lack of investment the United States has made.

" The fact is that we must repair today what we didn’t do for these young adults 20
years ago.

¢ When these children drop out of school they are more likely to “drop into” the
welfare sysiem. From the rescarch that came out before the Seventies, we've
known that the one predictor for school success for the next generation of workers
is the educational attainment of the parent.

The following are important dimensions of intergenerational literacy:

«  Children whose parents are functionally illiterate are twice as likely as other children
to be functionally illiterate.

« The large number of students who leave school prior to high school graduation
contributes to the national problem of functional illiteracy. This problem is most
acute in urban, low-income areas and among Hispanic youths.

« The concept of functional illiteracy is most often discussed in the context of
workplace demands. However, adults who are parents need literacy skills to meet
the health, nutrition, safety, and educational needs of their children. A parent with
low literacy skills may be unable to read or respond to printed notices from a child’s
school or be unable to follow the instructions on a child’s medication,

« Many parents with low-literacy skills experienced such frustration and failure as
children that, as adults, they avoid literacy-related activides. These parents often
communicate negative attitudes toward literacy and schooling to their children, and
thus perpetuate an intergenerational cycle of illiteracy.

The cost is not only a monetary one but it is also a cost in terms of the loss of human spirit;
a loss we cannot afford. As more of our population become enmeshed in this
intergenerational cycle of undereducation and poverty, they look to government, business,
and public institutions to alleviate their struggle. 1If we are to find ways to stop this
downward spiral, we must go beyond the confines of traditional thinking.

Sources of Funding
Public Funding Sources

Public funding sources which may support family literacy services are many and
varied. Some are appropriate as primary funding sources—covering the cost of
core component services like adult education and preschool instructon. Others
have potential as supplementary funding sources, which might increase core
component resources or provide, for example, staff in-service training or
transportation for families. Finally, some programs or agencies may be important
collaborators for a program or referrals for parucipatiag familics.

National Institute for Literacy
State Literacy Resource Centers
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Adult Education Act

U.S, Department of Education
Adult Education Act
State Administered Basic Grant Program for Adult Education
National Workphoc Literacy Program
Literacy for nmwmnd Adults
El yand S yE Act
anﬂ' 1 Even Stant Family Literacy Program

ion Even Start
anu'l

Chapter 2
Carl D. Pexkins Vocational and Applied Technology Act
Tide II Part B Consumer and Homemaking Education
Higher Education Act
Student Literacy Corps

Literacy Act
Stewart B. McKinney Homeless Assistance Act
Indian Education Act
Bilingua! Education Act
Library Services and Construction Act

U.S. Department of Health and Human Services
Head Start
Family Support Act

Child Care and Development Block Grant
Community Services Block Grant

U.S. Department of the Interior
Bureau of Indian Affairs (BIA)

U.S, Department of Labor
Job Training Partnership Act
Tide I
Tite DA
Tide IB
Title IC
Tide I

Other Public Resources
Drug-Free School and Communities Act (Department of Education)
Education of the Handicapped (Department of Educarion)
Education of the Handicapped Preschool Program

1
Community Devclopmcm Small Cides Block Gmms/Non-Enmlcmem

Tide XX Socml Services Block Grants
Other Related Programs
Juvenile Justice and Delinquency Prevention

Child Support Enforcement Grant

Foster Care and Protective Services

Native American Programs

Special Supplemental Food Program for Women, Infants and
Children (WIC)

Community Health Care Centers and Local Health Departments
Family Planning (Title X)
Maternal and Child Health Services Block Grant
Alcohol and Drug Abuse and Mental Health Services Block Grant
Volunteers in Service to America (VISTA)
Retired Senior Volunteer Program
Department of Employment Services (Department of Labor)
Food Stamp Programs
Targeted Jobs Tax Credit
Medical Assistance - Medicaid
‘Wagner Peyser Discretionary Program (Department of Labor)
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Frequently Used Primary Funding Sources for Family Literacy

Funding huurw' wboscriptiomiPurpose

Fiow of Funds

ehihigible Funding
Recipivnts

Anher/Comaients

Chapter I Even| Provides educational Federal-State- Local school districts in | Annual granws for up

Start services for mndereducated | Local collaboration with other | 1o four years.
parents sad their children agancics/organizations.
aged birth 1o seven. Community basad or
Integrates early childhood olher nonprofit organiza-|
education, adult education, tions in collsboration
and parent education. with school districts,

Indian tribes.

National Provides basic Literacy Foderal-State- Local school districts, | Most common source

Literacy Act/ | skills inatruction, high Local other public or private  { of funds for adult
school or equivalency agenci izaty ducati

Bdv Ast | (GED) ion for out- Also may provide
of-school sdults aged 16+. s0me parenting

Basic grant education activities.

program for

sdult education

Head Start Provides health, educatian, | Foderal-Local Local public and private | Collaboration with
nutrition, and social nonprofit organizations, | local Head Stan
services to disadventaged programs provides the

children and preschool component
their parenis. typically, but parent
education, sdult basic
skills, and parent-
child interaction also
may be supparied.

Job Training Under various progruns | Federal-State- Depending on the Contact local

Pactnership Act | (titles) provides remedial | Local (or) program (title), local Employment and

(JTPA) education, pre-employ- Federal-Sute- | SDAs, school districts, | Training Office.
ment training and other Service Delivery | other public or private
employment related Arcas (SDAs)- | organizations.
sexvices to youth and Local programs
adults aged 14+, Sce
specific titles for
eligibibity.

Chapter I Provides assistance for Federal-State. Local school districts May fund preschool/
low income children, Local- and schools with high | classroom compo-
grades pre-K-12 © help Individual concentations of low nent and selected
them snecead in school/ | schools income children. parent activities,
anain grade-level
proficiency. Also
provides tal
volvement sctivities.

Family Mandates education (if Federal-State- Local welfare agencies | Administered

Support Act without HS diploma) or Local or local educalion through staie welfare
jobs program for AFCD agencies, JTPA agencies (depart-

JOBS parcnts. Some exemp- programs, community | ments of social

Program tions exist. Provides based organizations. services), Provides
funds for education and funds for adult
support services, education and

SUpPpOTt services
including child care,
transportation, and

transilion to work.

National Center for Family Literacy 1/12/95
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Typical Day at a Model Site

Arrival of parents
and children

I 1
ABE/GED or Preschool
vocational classes class for
for parents children
l l |
Parent/Child
Interaction
Time
[ 1

Parent Group

Rest time for
children

meeting
T I
Volunteer time Play time for
for parents children
L |
1
Departure of
parents and
children

National Center for Family Literacy 1/12/95
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Chairman SHAW. Thank you, Ms. Darling.

Mr. English.

Mr. ENGLISH. Thank you, Mr. Chairman.

I think this is a particularly impressive panel. I know you, Mr.
Gaffney, have been a leader in the national fight against unfunded
mandates and you have been very active on a number of fronts. I
was wondering, in your view, given that you have outlined for us
a very innovative program that has been very successful in your
community, can you generalize some concerns about the idea of
block granting welfare as a general system?

Do you feel that if we put in safeguards such as providing addi-
tional funding for those States that have a downturn in their econ-
omy and, hence, an increased demand on the welfare system, if we
address some of those basic concerns and perhaps create more of
an opportunity for local officials to have input into the design of the
system at the State level-—although, as both Mr. Ensign and I
pointed out, I am not sure quite how we would write that into a
bill at the Federal level—do you feel that a block grant proposal
could deliver more effective welfare services, a better designed wel-
fare system at potentially a lower cost?

Mr. GAFFNEY. It has that potential, but I think it is critical that
those kinds of safeguards and precautions be built into the legisla-
tion. I think a major concern would be the relationship that existed
between the local government, in our case Suffolk County and the
State of New York. Recently, that relationship has been improved
significantly. But the fact of the matter is that the degree of suc-
cess that you would have in that would depend in large measure
on the attitude of the State government and how much they are
willing to share the control of the program with local government.
In Suffolk County’s case, we pay half of the cost of social services
that come to the State of New York, so it is an expensive propo-
sition.

If we are able to work closely with State government, as we now
are, to create a reformed welfare system within New York State,
then I am much more comfortable with block grants than I might
otherwise be. But I have to tell you that, as the incoming president
of the New York State Association of Counties, there is a certain
amount of misgiving on the part of local governments all over with
regard to block grants, and that ambivalence needs to be ad-
dressed, I think.

Mr. ENGLISH. Mayor Austin, as an arm of the Pennsylvania
League of Cities and someone who is very active in some of their
legislative proposals, do you see some ways that, as we design the
block grant system, if, in fact, that is the direction we go in, we
can provide some assurance to local elected officials that they will
have input into the system and that they are not going to have
what you have described, in effect, as unfunded mandates passed
down to the local level?

Mr. AusTIN. One, I do not think we have any choice but to do
that, if it is going to really work. We have seen in the last decade
American industry decentralized and have its components create
through empowerment, they become ingenious and create and
make a better product. Government does not seem to do that very
well. We structure it from the top down.
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What we need to do in government is to unleash this huge pool
of talent at the local level where the real genius of experimentation
is, and let us function in this area and come up with better ways.
Now, how do you do that? It is very difficult. But there has to be
built in a targeting process, a mechanism for targeting to get
through and to have this creative atmosphere where the local gov-
ernments, the hands-on people can be looking around for other
ways.

Because once the State level or the Federal level think they have
got the system perfectly, you know it is going to always have to
have an opportunity to improve. It has to always have the oppor-
tunity to get better, and adequate targeting provisions for local
government, something built in there with the local government,
the counties and the cities participating in the distribution system,
and not lock it to a blueprint for success which will be a blueprint
for failure, if you take out the creativity, the ingenuity, the experi-
mentation at the local level of how to best get this job done. If we
knew how to do it, we would not be in the mess we are in.

Mr. EnGLISH. Thank you, Mayor Austin.

I think both of you gentlemen are indicative that there certainly
is the creativity at the local level to provide some input.

Thank you.

Chairman SHaw. Mr. Ford.

Mr. Forp. Thank you, Mr. Chairman.

Mayor Austin, basically what you are saying here about these
unfunded mandates passed on to the cities, without education and
training and without some national standard and the flexibilities
that we might give to the States, it would be very difficult for may-
ors like you to see a welfare program shifted to the States, giving
them all of the flexibility, without a strong national standard to
guarantee some type of education and training to the workplace. Is
that basically what you are saying in your statement here?

Mr. AUSTIN. I think obviously you cannot release large sums of
money without having measurable goals and objectives that you
can go back and measure and ascertain whether you have suc-
ceeded or not. Of course, you should account for the taxpayers’
money when you release it to local governments. But can we per-
form at the local level with loose guidelines as to how to take care
of our children and to provide and make sure that our children are
nurtured and loved and sent to the first grade ready to learn, in-
stead of a dropout at the beginning of the system? Yes, we can do
that. We are doing that in Jacksonville, Florida, before this system
came into effect with volunteers and people helping.

When the Federal Government and the State government took it
over, the local people disappeared. There was no participation. The
bureaucrats and the social service people took over and we lost the
community involvement in this effort.

If you put a welfare system in place, give us the guidelines for
spending the money within reason, and then let us create and ex-
periment, you will have—and I do think you have to stop the cash
incentive, I think you have got to put more personal accountability
in there—I think you will have a better system. The cost in crime,
the cost in dropouts, the cost in loss of productivity, the cost in pre-



985

mature babies uncared for, and mothers in prenatal care, those
costs far exceed the costs of welfare payments to society to a city.

So if we get in and start taking care of these things hands-on,
instead of having a failed system that we have, our society is going
to be better off down the road, even if we make some mistakes here
for the first 2 or 3 years in getting it turned around.

Mr. ForD. Ms. Tollett, you talked about the unemployment rate
among African-Americans in the year 1994 at the level of about
11.5 percent, and 5.3 percent for white Americans. We saw the lat-
est reports I guess at the end of the year, that African-American
unemployment was down to about 9.7 percent from the Labor De-
partment figures. We also know that there are probably 2 or 3 per-
centage points that are not counted in this unemployment rate in
the urban areas and the deteriorating cities.

We have seen that the Personal Responsibility Act is not really
addressing training, education and job opportunity and no new job
creation and you stressed very strongly in your opening statement
that we should really focus on job creation. Have we not seen all
of the reports from this Personal Responsibility Act in many of the
Republicans who campaigned in the fall election?

Have you seen the race card being played here somewhat, when
we talk about African-Americans? In all of the television shows
that we have seen, we have projected African-Americans to be the
cheats on welfare. They want us to believe that these cheats are
there, rather than really focusing on what the real problems are,
and those problems are jobs in urban and rural areas throughout
this country.

Ms. TOLLETT. I think that there are problems with the depiction
of who are the people receiving welfare. At NBCDI, we believe that
while there is a lot of talk about we need to put people to work,
there is not enough discussion about job creation and what jobs
people will go to work in. So we think that there must be much
more discussion about the jobs that we want to create in our cities,
because we know that children do well when they have parents
who are working. Parents who are working and educated raise
healthy children.

So we would like to see much more discussion about the job cre-
ation piece of this whole problem, because, as I noted, double digit
unemployment has done terrible things to African-American fami-
lies, and a third of African-Americans are in poverty, and so we
must look more at job creation and focus more on job creation. And
I think we need leadership from Congress to start talking about it.

Mr. FORD. Thank you.

Chairman SHAW. Mr. Ensign.

Mr. ENSIGN. Thank you, Mr. Chairman.

We have had actually hearings on a lot of the job creation ideas.
As a matter of fact, one of the proposals that I have been working
on that has to do with enterprise communities and empowerment
zones, lowering capital gains taxes and increasing expensing, to
bring those jobs to the areas that need them, not based on race.
We have to eliminate looking at race or religion, for example, and
provide for all people that are economically disadvantaged, the in-
centives for getting off welfare. This may affect one race more than
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another, but it certainly affects everyone. You know, poverty knows
no creed or race.

Ms. Darling, 1 want to get to some of your testimony, because I
really enjoyed some of the things that you said. You talk about pro-
viding for the family and you talk about a lot of good things that
we should focus our welfare programs on. I just have trouble seeing
how the Federal Government can do it, because you talk about
compassion, you talk about a lot of the things that could be done
so well at the local or even at a private level, because there is
human-to-human contact, there is compassion. But it is very dif-
ficult for the Federal Government to have that, and that is one of
the reasons that we are talking about devolving the system as
much as we can back to the local level.

Ms. DARLING. First of all, I think the Federal Government does
have a role in this. For one thing, as we look at putting pieces to-
gether of programs, because that really is what we are talking
about. We are talking right now, if you are looking for job training
or literacy, you might get up in the morning and go off to a literacy
program somewhere down the street, your child may go to a Head
Start Program, you may try to find child care for your younger
child, you come home at the end of the day having accomplished
something, but the pieces have never come together. So we never
really send the message that this is a unit here and we are trying
to help the whole family support each other.

When we look at Federal funding, for example, we know that
Federal funding does that oftentimes through eligibility criteria,
through saying that this part of the family is eligible for this serv-
ice and this part is eligible for that service, and this one should be
doing this. We look at fragmentation of services and fragmentation
of funding.

So we start looking at it comprehensively and start building into
every piece of legislation that passes out of Congress something
that focuses on the family. How does it affect the family? We are
targeting on this one problem over here. Let us fix it, let us fix the
child, let us fix the adult, let us fix the home, let us fix housing.
But how does it work with the whole family unit, and how can we
strengthen the family? I do agree with you that it is compassion.

Mr. ENSIGN. I agree with your statement, and that is what I like
about what you said. I just think it is so much more difficult to do
it as a cookie-cutter approach from up here in Washington, because
in Las Vegas we are doing some of those things. We have central-
ized some of our senior centers to where we are bringing a lot of
services together in one building. But for us to try to legislate that
from here, it just would not work.

We have creative local leaders that are coming out with a lot of
these great ideas, but it is incredibly difficult to say what is going
to work in Las Vegas or is going to work in North Dakota or wher-
ever. So I think that is why there are some proposals about block
granting with some guidelines, which would give the States and
local governments some flexibilities on what to do.

Ms. DARLING. I think so, but I think we also need to help. You
know, we are finding that there are some pockets of really excellent
activity going on out there. We have programs in every State of the
Nation now, and so we are involved with those. But people need
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a new way of thinking about their work and you need a new way
of focusing on the family. So that can come from a national initia-
tive. It can come from investing in helping those models spread and
investing in helping people be retrained and thinking in a new way
about systems change.

Mr. ENsSIGN. Thank you.

Mr. FERSH. Mr. Ensign, I wonder if I could answer part of what
you raised.

Mr. ENSIGN. Surely.

Mr. FErsH. I think you are right. Our experience is there are
wonderful programs operating at the local level. Many times,
though, there are Federal funding streams that become the build-
ing blocks for more successful programs.

In Los Angeles, for instance, a program now run out of Mayor
Riordan’s office takes care of elementary school children, 4,500 of
them a day in inner-city Los Angeles. And one of the keys to the
success of this program which reduces crime, averts behavioral
problems, makes kids feel better about themselves, and so on, is
the fact that they get a snack every day after school. The director
says that is what settles the kids down, that allows them to take
care of the hunger pangs they have, and it helps assure her suc-
cess, and it has been documented by various studies.

She has issued a plea that she does not want to lose that ability
to serve the children who are eligible. If you move to a block grant,
there will be a competition for funds. She wants to serve 10,000
kids a day, not 4,500. So I urge you to look at this. Not all Federal
programs are heavily bureaucratic. Some of them are well-designed
building blocks for the ultimate end of reducing dependency.

Mr. ENSIGN. Thank you, Mr. Chairman.

I hope you address Mr. Gaffney, because I am real interested in
that fingerprinting thing, too.

Chairman SHAwW. Mr. Levin.

Mr. LEVIN. Thank you, Mr. Chairman.

Mr. Gaffney, you said in your testimony that in 1994 the pro-
gram turned down 50 percent of the new applicants. This is new
applicants for AFDC overall?

Mr. GAFFNEY. Home relief and AFDC, primarily home relief,
however.

Mr. LEVIN. So 50 percent relates to home relief, which is what
in your county?

Mr. GAFFNEY. Home relief is a program which does not exist in
every State. In New York, home relief is a program whereby people
who would not be eligible under other programs, would receive
public assistance. Those are primarily single individuals without
families who are no longer eligible for unemployment benefits or
for some other reason become public charges who are not qualified
for Social Security assistance. It is a smaller number certainly than
AFDC, but it is a serious consideration.

Mr. LEVIN. I think that needs to be clarified.

Mayor Austin, I think your testimony helps spark the discussion
about appropriate models, and all of us are looking at it and I
think doing it seriously. Let me ask you, in terms of models, for
example, in the mental health field in the last 20-25 years, there
has been a strong effort to move the responsibility down to the
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local level and essentially get the Federal Government out of it and
in large measure the States. Is that model working in Jacksonville?

Mr. AUSTIN. I honestly do not know what we are doing in mental
health in Jacksonville. I do not know what it is.

Mr. LEVIN. Is there a homeless problem in Jacksonville?

Mr. AUSTIN. I'm sorry?

Mr. LEVIN. Is there a homelessness problem in Jacksonville?

Mr. AUSTIN. Yes, sir. We are building a new multimillion dollar
homeless center now in our city, and we will handle that problem
locally. We are getting help from certain agencies. We are address-
ing that locally. But there is a big homeless problem there.

Mr. LEVIN. Is there some help coming from the State?

Mr. AUSTIN. Most of that we are doing with a local bond issue
and we will handle most of that homeless problem locally.
| Mr. LEVIN. Are there Federal funds involved in any of the home-
ess——

Mr. AusTIN. I do not think we are getting any grants on this par-
ticular center. There are programs for our nutrition centers and
these types of things. To the extent the homeless participate, I do
not know, but we are not getting for our basically municipally oper-
ated program any help on that, to my knowledge. I am not an ex-
pert on it.

Mr. LEvVIN. I think your appeal for more local involvement has
a lot of strength. One of the issues we have to face here is what
you referred to as the cash payment to teenage mothers. You say
conditions vary from place to place, leave it up to local commu-
nities. So how do you reconcile that plea with what seems to be
your position there ought to be a national policy on whether there
are cash benefits to teenage mothers and their children?

Mr. AUSTIN. Well, it is a national policy now. My recommenda-
tion is that you change the policy, have the savings flow through
and let the local governments with appropriate safeguards and
checks on auditing and measuring the results, let us have that
money to provide the services other than through cash. Now, do I
have all of the answers or part of the answers? No, but I do know
that what we are doing now is a disaster.

Mr. LEVIN. It clearly is not working. But if local communities
want to provide a cash payment to the children of a teenage moth-
er along with other services, should they be able to do that, or
should there be a

Mr. AUSTIN. I would not put a limit and I would let those local
governments have it for a while, then review it, audit it, check it
and see what the results are. But I would not put a lot of restric-
tions on the local governments on how they administer it, making
sure they get the fundamental services out there.

The American people are not going to let our people go hungry.
We are going to get all of the things done. We are going to provide
the basic services. But how we provide those services, we have su-
perimposed a way that was wrongheaded and counterproductive
and destructive of our society. We should go back now and let us
experiment at the local level and come forward with better pro-
grams, and we will come forward with some successful programs.
We will stub our toe some, but we will in the end get a much better
product.
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The answer to your question is, yes, I would let the local govern-
ments experiment, and if there were some cash disbursement, I
would permit that. I would hope that they would discourage it, be-
cause [ think it is counterproductive. But I would not put a lot of
restrictions on those local governments.

Mr. LEVIN. Thank you.

Chairman SHAW. The time of the gentleman has expired.
FlM?gor Austin, having been a mayor myself of Fort Lauderdale,

orida

Mr. AUSTIN. I am aware that you were mayor of Fort Lauderdale,
sir.

Chairman SHAW. So you can well imagine that I look at the
world a lot like you look at the world and know the importance of
local decisions.

I can see some problems, though, when you have a city like Jack-
sonville, which covers the whole county. It makes perfect sense for
the Governor of Florida to allocate to you and to your local govern-
ment certain programs to run in order to take a better look at this,
and I applaud that. I have said that to the Governors, I have said
that to the U.S. Conference of Mayors when they met here in
Washington last week, and I say that again to you today.

However, when you get down to some other smaller communities,
for instance, to Broward County or Dade County or Palm Beach
County, and my district spreads over all those counties, you have
so many municipalities that it would be impractical to set up that
many types of systems.

It is our intent to put into the legislation as much flexibility as
possible so that the States can make a determination as to what
is practical in a particular area. We are going to set up the system
such that it does not have to be the same in all parts of the States,
so that, for example, the Governor of Florida can recognize that
there are problems in Duval County that there may not be in Dade
or vice versa. I think that is going to be the key to what we do,
to give the States and localities flexibility in setting up their pro-
grams.

Mr. AUSTIN. But it does not have to go down to the States en
bloc. If you take 7, 8, or 10 metropolitan areas, you would have
about 90 percent of the population in Florida, and you could have
a system for certain areas and another system for the smaller
areas. I do not know how to do it. I do know that you know that
the State bureaucracy can be as oppressive or more oppressive
than the Federal bureaucracy, and we need to be able to be at our
own level.

They took over at the State level in the State of Florida in the
seventies, as you remember, Mr. Chairman, the administration of
juvenile justice and the juvenile system away from local govern-
ments. It has continually gone the wrong way since they took it
over. Now, they are gradually giving it back.

The point I am making is we can administer these programs, but
hold us accountable, make sure we do it. If we do not, punish us.
But I am convinced that a net gain here, because we are just
spending so much money on what is coming out of the system with
prisons and lost productivity and dropouts, that we have got to ad-
dress it and we have got to get the money for it.




990

Chairman SHAwW. I want to get over to Mr. Gaffney for just 1 mo-
ment. I am intrigued by your fingerprint system. Does this give in-
stant identification as to who we are looking at?

Mr. GAFFNEY. It does. It is a finger imaging system.

Chairman SHAW. Is this a system that could be put in nation-
wide to be sure that the same person is not collecting benefits out
of two or three States?

Mr. GAFFNEY. Exactly. Right now, it is being used in Suffolk
County and we are linking up with an adjoining county, Nassau
County on Long Island, so we will have a base.

Chairman SHAW. Can this also be used to be sure that the same
children are not being counted in three and four families?

Mr. GAFFNEY. It is possible. That is another possible application
for it. What it does is it takes a computerized finger image of the
index finger. It is not the traditional ink and roller type finger-
print. It is not interchangeable with other agencies, but it can be
used within an internal system or it can be used, as it will be now,
as Governor Pataki has indicated he wants to do it statewide in
New York. We would like to do it with other States, as well. I think
on a national basis it could virtually eliminate fraud, that fraud
which is part of the identification process throughout the country.
It does have potential national application.

Chairman SHAW. Thank you.

Mr. AUSTIN. Mr. Chairman, if I might, the League of Cities
would respectfully request to the extent possible—and we know the
constraints of your time—to the extent possible, the League of
Cities would very much like to participate in any way we can to
be of assistance in this process.

Chairman SHAW. [ yield the balance of my time to Mr. Ford.

Mr. Forp. Thank you, Mr. Chairman.

Just one follow-up question to Ms. Darling. Is there anything in
this Contract With America on welfare reform that would help fam-
ilies stay off of welfare that you know of?

Ms. DARLING. Well, I think the most important thing that will
help families stay off welfare is to have a system that brings them
together and focuses on the family. So there are a lot of things
that

Mr. FORD. Is there anything in the Contract With America that
you can point to that would help families stay off of welfare? I am
not speaking of your research, but certainly we want those sugges-
tions. You can give those to me, but can you point to the things
in this Contract With America on welfare reform that will help
families stay off of welfare?

Ms. DARLING. I think that when we look at what is going to help
people stay off welfare in the Contract, it really is looking at bring-
ing the pieces together, bringing the funding streams together,
looking at ways that we can reconfigure our resources, not add new
resources, ways to focus on the family in a much broader context
than we have ever done before.

Mr. ForRD. Would you like to respond to that, Ms. Tollett?

Ms. TOLLETT. I cannot really think of anything that really is
there to strengthen family life, because, as I said earlier, we need
to have expanded child care if we want mothers to work, we need
to have job creation, and I do not remember it talking about it. It
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talks more about time limits and caps and things that would make
parenting very difficult. We think that we should want to make
parenting and families work well, and so this is why I brought the
suggestions that we have that we want policies that will strength-
en the family, as opposed to making it difficult for mothers and fa-
thers to raise their children.

M(Ii ENGLISH [presiding]. Thank you. The gentleman’s time is ex-
pired.

We appreciate this panel coming out and taking the time to
share their perspectives.

We would like now to make room for the next panel. Thank you,
ladies and gentlemen.

The next panel will consist of Nanine Meiklejohn, legislative spe-
cialist for the American Federation of State, County and Municipal
Employees; Ron Field, senior vice president for public policy of
Family Service America; Carol Romero, deputy director for re-
search of the National Commission for Employment Policy; Harold
Acres, chairman of the United Way of America Welfare Reform
Task Force; Miriam Ramirez de Ferrer, president of Puerto Ricans
in Civic Action.

Is Leola Stowall present?

Ms. SMITH. I am in place of Leola Stowall.

Mr. ENGLISH. And your name is?

Ms. SMITH. Leona Smith, president of the National Union of the
Homeless.

Mr. ENGLISH. Thank you very much.

I would like to first recognize Nanine Meiklejohn from the Amer-
ican Federation of State, County and Municipal Employees. Each
panelist will have 5 minutes. They are welcome to provide written
testimony in addition, but, given the number of panels we have
today, we will have to rigorously enforce the time limit.

Ms. Meiklejohn.

STATEMENT OF NANINE MEIKLEJOHN, LEGISLATIVE AFFAIRS
SPECIALIST, AMERICAN FEDERATION OF STATE, COUNTY
AND MUNICIPAL EMPLOYEES

Ms. MEIKLEJOHN. Thank you, Mr. Chairman.

My name is Nanine Meiklejohn, and I am a legislative affairs
specialist at the American Federation of State, County and Munici-
pal Employees. We have a more detailed statement which we
would like submitted for the record, and we appreciate being here
today.

Mr. ENGLISH. It will be submitted.

Ms. MEIKLEJOHN. Today I would like to discuss some of the labor
market aspects of the large-scale Workfare Program in the Per-
sonal Responsibility Act, a plan in which up to 1.5 million welfare
recipients could work full time in exchange for AFDC benefits. In
the typical State, this would be equivalent to working for about
$2.42 an hour.

As working men and women, AFSCME’s 1.3 million members
value work and are proud to serve the public. For some, joining
AFSCME offered a way off welfare, because they earned so little
that they qualified for food stamps.
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A welfare system centered on work is fully consistent with their
values, but a program which devalues workers is not. Clearly, wel-
fare reform means making every effort to help welfare recipients
get real private sector jobs. But what happens if they cannot find
work? The PRA answers workfare and time limits. We think this
answer overlooks the diversity of welfare recipients, the realities of
the low-wage labor market, and the labor market impact of
workfare.

As you know, families on welfare are not all the same. Many live
unstable lives in communities with high unemployment. Some
mothers function at marginal levels which are not severe enough
to qualify them as disabled. Many others work in low-wage jobs
which often do not qualify them for unemployment insurance, so
they turn to AFDC instead during periods of joblessness.

What does the strict workfare requirement say to these families
and other workers? First, it says the work record of low-wage
women workers cycling between welfare and work will not count.
They must work off their benefits, even though they had jobs. Sec-
ond, it says to many children they will not get any cash assistance
if their mothers cannot meet a full-time work requirement, for a
variety of reasons, perhaps personal handicap, unstable living situ-
ations, or lack of child care.

Finally, it tells women in workfare they are second-class work-
ers. It devalues the worth of both paid employees and welfare
workers, depriving them both of the self-respect and dignity that
comes from work. Because workfare assignments are not real jobs,
large-scale workfare programs will drag down other workers, as
employers see that they can get free labor. We will have a new
game of musical jobs. The lucky ones will get real jobs which do
not pay as well as they once did, and the unlucky ones will get
workfare. Sometimes the unlucky will be laid off public workers
who cannot find work and go to a public sector workfare program.

Consider how workfare would loock in New York City. The city
lost half a million jobs between 1987 and 1992. Now there are 7
job seekers for every 1 job. A weakened tax base has eventually led
to city layoffs. Now the mayor is moving to put all 30,000 home re-
lief recipients in workfare and will have to place an additional
60,000 AFDC mothers in workfare, if the PRA were enacted.

Most urban and rural areas with high unemployment will experi-
ence similar challenges of scale. Is there displacement of real jobs
here? Certainly, the pressures of size will cause displacement, and
the appeal of unpaid workers will be hard to pass up. In fact, the
New York City Parks Commissioner, who plans to have 2,000 more
workfare people than regular employees in the parks by the end of
this year, recently was quoted as saying we cannot be too public
about this, but this is an offbudget way to keep the parks clean as
our head count declines.

If welfare reform means cleaning neighborhood parks, serving
school lunches and cleaning hospitals by relying on unpaid workers
on welfare, instead of paying workers a living wage, then AFSCME
is not for it. But we are for a more reasonable approach which
would give States flexibility to create a variety of work and train-
ing activities, including real jobs.
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It would have flexible work requirements which reflect recipients’
needs, local labor market conditions and employers’ abilities to ab-
sorb additional workers without displacing real jobs. Strict require-
ments not to replace jobs of the working people are crucial. And
when welfare recipients perform like regular employees, we believe
they should be treated the same.

AFSCME members want to be partners in reforming welfare.
They can help turn the welfare offices where they work into places
that give people opportunity. We can and have developed effective
relationships with local administrators of local work programs. But
fundamental to real welfare reform is an understanding that valu-
ing workers is as important as valuing work.

Real welfare reform should balance the values of work and re-
sponsibility with those of dignity and compassion. It should lead to
decent jobs that pay living wages for those who can work, and pro-
vide last resort cash assistance for families when mothers cannot
find jobs.

Thank you.

[The prepared statement follows:]
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Statement
- of the
American Federation of State, County and Municipal Employees
before the
Ways and Means Subcommittee on Human Resources
U.S. House of Representatives
on
Proposals to Reform Welfare
February 2, 1995

Mr. Chairman, my name is Nanine Meiklejohn. I am a Legislative Affairs
Specialist at the American Federation of State, County and Municipal Employees
(AFSCME).

AFSCME represents approximately 1.3 million members who work in state
and local governments and private non-profit agencies. OQur membership ranges
from highly trained professionals and technicians to lower skilled low-wage and
part-time employees. For some of our members, joining AFSCME offered a way
off welfare because they earned so little they qualified for food stamps.

Among our members are approximately 75,000 social service workers
nationwide. Many are intake workers and caseworkers in the Aid to Families with
Dependent Children program (AFDC), job counselors in the employment service
offices, and food stamp and medicaid eligibility workers. They sit at the center
of the current debate, trying their best to carry out policies made in Washington
and state capitols and to help the people who enter their offices. Yet the public
leaders who talk about reform welfare give them little, if any support, or worse
yet, attack them -- even as they face an increasingly difficult job with fewer
resources and dwindling support.

The welfare system has changed dramatically since the late 1970s when
caseworkers could coordinate services for and help their clients. Caseloads
climbed dramatically during the 1980s because of recession, dramatic increases
in the contingent workforce, and constricting eligibility rules under state
unemployment programs. Simultaneously, federal policies changed to require
local welfare offices to make eligibility verification and detection of fraud and
abuse priorities over case management.

Budget cuts through the last decade compounded these problems by
leaving welfare offices with reduced capacity to provide the services. For example,
in urban areas in Ohio, caseworkers routinely handle 450 cases or households.
When the entire household is considered, the number of persons for whom a
caseworker is responsible doubles or triples.
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Real welfare reform requires a commitment to reinvest in local welfare
offices and simplify complex, confusing, often conflicting, requirements. Front-line
workers must be empowered to help welfare recipients who can work to find jobs
that pay living wages. Securing the active and meaningful involvement of front-
line workers is a critical component of reinventing and changing the culture of
local welfare offices.

Real welfare reform also cannot simply focus on changing the AFDC
program. In particular, we do not think that significant changes in behavior can
be achieved by using negative incentives which deprive children of a minimum
level of cash assistance because of the actions of their parents. Among such
proposals are those that would deny assistance to any child who is born while the
family is on welfare, whose mother was under 18 at the child’s birth, or for whom
paternity is not established. There is littie evidence to support the effectiveness
of such a strategy, and much harm can come to young children.

AFSCME does not take issue with expectations for responsible behavior by
welfare recipients, and indeed by every member of our national community. But
real welfare reform is about children and jobs, and hope and opportunity must
go hand-in-hand with responsibility.

That is why we believe that real welfare reform must include a
comprehensive job creation and workforce development strategy leading to real
jobs with decent wages, health care, and child care for all unemployed persons,
including those on welfare who can work. Low income and poor women must
have health coverage and good quality child care for their children in order to
work. A safety net of last resort cash assistance must be preserved for children
whose mothers cannot find jobs.

Work Requirements and Time Limits

As working men and women, AFSCME members value work and are proud
to serve the public. They keep our communities running. They clean the sweets,
pick up garbage, drive school buses, serve school lunches, organize recreation
programs, maintain public parks, process unemployment claims, counsel job
seekers, care for the sick and disabled, and more.

A welfare system centered on work is fully consistent with our members’
values. But a work program which, in effect, devalues work and destroys jobs is
not.

The vision of work in the Personal Responsibility Act (PRA) is at once too
limited and too extreme. On the one hand, it fails to recognize the complex
factors which cause many families to seek last resort cash assistance and lacks any
real job creation strategies. On the other hand, it forces states to implement a
workfare program of unprecedented magnitude.

Low income and poor women seek cash assistance for their families for
many reasons. A very small percentage enter the welfare system and remain
continuously for five years or more. Many of them live unstable lives in
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communities with very high unemployment. Some mothers function at marginal
levels which are not severe enough to qualify them for disability benefits.

The vast majority of welfare recipients leave within two years, but half of
those return within two years. The reasons include low educational and skill
levels; declining wages at the bottom of the economic ladder; a shift from higher
paying, more stable manufacturing jobs to lower paying, less stable service sector
jobs; a lack of job opportunities in areas of chronically high unemployment; and,
more recently, the transfer of government functions to private contractors who pay
their workers minimum wages and no benefits.

These economic forces, combined with constricting state eligibility rules in
‘the unemployment insurance program, have substantially reduced jobless
protection through the unemployment program in ways that disproportionately
hurt women in unstable, low paying jobs and single mothers. As a result, many
low wage women workers use AFDC as a substitute for the unemployment
insurance program.

A March, 1994 report entitled Income Insecurity: The Failure of
Unemployment Insurance to Reach Working AFDC Mothers, issued by the Institute
for Women's Policy Research (IWPR), documented this relationship between
welfare, work and unemployment insurance. It found that women on AFDC
during the two-year study period who did not receive Ul benefits exhibited just
as much work effort as AFDC mothers who did receive Ul. In addition, those
who received Ul benefits were more likely to live in states where the UI system
covered more of the unemployed and had fewer months on AFDC.

These facts indicate that a lifetime limit on AFDC payments and a 35 hour
per week workfare requirement do not reflect the real-life experiences of many
welfare recipients. They unfairly ignore the substantial work effort of these
women and the instability and inadequacy of the low wage labor market.

Emphasizing work ahead of education and training and imposing a 35 hour
per week workfare requirement for welfare benefits also is ill-advised. Welfare
recipients who, in fact, are unemployed workers need jobless protection and
education and training, instead of work experience. In other cases, such a
strategy will cut children off welfare if their mothers are not able to meet a
requirement for sustained full-time work because of personal handicaps, grinding
poverty which deprives the mother and her family of the stability to support
sustained full-time work, or a lack of child care.

Clearly, we must make every effort to help welfare recipients get private
sector jobs, but what happens if they can't get jobs because they lack skills, they
don’t get effective job search assistance, or no suitable jobs exist?
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The lack of decent job opportunities is very real in poor communities. For
example:

- New York City lost 500,000 jobs between 1987 and 1992 while generating
only about 35,000 between the beginning of 1993 and April, 1994. The
labor market was so constricted during 1992 and 1993 that 26 percent of
those who exhausted their unemployment benefits (both regular and
emergency) received public assistance within a year, according to a survey
of unemployment insurance claimants by the New York State Department
of Labor. Furthermore, according to a survey by Philip Harvey, a visiting
scholar at the Russell Sage Foundation, the number of people looking for
a job in New York City exceeds the number of jobs by at least 7 to 1.
(Newsday, December 11, 1994)

* In New York City’s Parks Department the rate of full-time, permanent job
placements in a selective program for 236 people was only 16 percent.
(Newsday, December 11, 1994)

. According to the Employment and Training Institute and Social Science
- Research Facility, University of Wisconsin-Milwaukee, in the week of May
23, 1994:

- the 16,790 full-time job openings available in the Milwaukee
metropolitan area represented about one-third of the jobs required
for the 54,400 to 56,500 persons seeking or expected to work,
including unemployed workers and AFDC and food stamp recipients
considered able to work. Full-and parttime job openings totaled
30,635 openings or 56 percent of the jobs needed for the Milwaukee
metropolitan population expected to work.

- in the Community Development Block Grant neighborhoods of
Milwaukee, there were approximately 8 unemployed workers for
every job opening, while the number of job seekers and job
openings was much more balanced in the rest of the metro area.

The PRA’s answer is for the states to spend enormous amounts of time,
effort and resources to set up and run a massive public sector workfare program
for 1.5 million welfare recipients, the vast majority of whom need and want the
opportunity to train for higher skilled employment and good jobs instead of real
jobs. ’

Workfare slots are not real jobs. Under workfare, women receiving welfare
benefits would have to work 35 hours a week without any employment rights in
order to receive an AFDC grant which in the typical state is equivalent to about
$2.42 an hour for a family of three and in Mississippi, the lowest benefit state,
would be $.79 per hour.

We have no recent experience with creating such a large work program.
The largest public sector work program was the Comprehensive Employment and
Training Act (CETA), which enrolled 739,000 people at its peak. At the time,
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approximately 1 out of every 20 state and local government workers was
supported by CETA, and in some jurisdictions the ratio was as high as 1 to 6.
CETA built on existing government personnel structures and employed people
with a wide variety of skills in a wide variety of jobs. In contrast, the PRA
requires placing twice as many people, mostly in low skilled work.

It will be impossible to operate such a massive workfare program without
destroying decent paying lower skilled jobs in the public sector and contributing
to a further decline in wages and benefits. Over time, local government officials
can be expected to replace good paying jobs with "workfare” workers thereby
reducing the number of good jobs available to lower skilled workers. Studies of
the Comprehensive Employment and Training Act (CETA) documented the
substitution effects of running a work program over an extended period of time.
In addition, the presence of a large pool of virtually unpaid labor will depress
wages and benefits for other workers.

AFSCME has extensive experience with displacement problems presented
by local work programs. For example, in 1985, the union won an arbitration case
in which it claimed that the state of Pennsylvania had assigned approximately
1,000 workfare participants to perform such necessary functions as filling
potholes, opening mail, and processing AFDC case files, functions that would have
been performed by state employees in the absence of the workfare participants.

However, employers usually have prevailed in displacement challenges. For
example, in a 1986 count case in Lackawanna, New York involving 26 laid off
employees, a judge rejected the union’s claims of substitution even though one
of the employees could not find work, eventually went on welfare and was
assigned to work off his grant doing the same work he had performed as a city
worker for three years.

The PRA would compound the substitution danger presented by any large-
scale program by repealing a current law provision which prohibits the filling of
unfilled vacancies. This action means employers could fill unfilled job vacancies
with women working off their welfare benefits. City agencies in New York
estimate job openings due to turnover to be between 100,000 to 150,000 a year.
In theory, every one of those real jobs could be transformed in workfare
assignments (although the reality is that many may not be low skilled jobs.) Other
incentives to local government employers to replace paid workers with unpaid
welfare workers also are present in the nutrition block grant provisions.

The implications of permitting the filling of unfilled vacancies are profound.
In effect, such a policy endorses actions by state and local governments to shift
the cost of local government services to the federal government by assigning
workfare participants to existing job vacancies instead of hiring unemployed
workers. Employers are more likely to rely on mothers working off their welfare
benefits than hiring other low-skilled workers because there are virtually no labor
costs for them. New jobs will not be created, employment opportunities will not
expand, and resentment against the welfare system will intensify.
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AFSCME'S Welfare Work Principles

A real welfare reform strategy would support and reward work by

providing both training and job opportunities so that unskilled workers can move
up the economic ladder. In our vision, a real welfare-to-work strategy must be
a more comprehensive one which can deter participation in welfare by reversing
declining wages and benefits, providing education and training opportunities,
protecting and expanding real job opportunities, and rewarding work with a
decent standard of living. Specifically we recommend:

1.

Individuals who work should be able to earn income support while they
look or train for a new job or career when they lose a job.

State unemployment insurance laws should be modified to reduce
minimum earnings requirements and disqualification rules which deny
unemployment benefits to women who leave work for a variety of
work/family-related reasons or who cannot find stable decent paying jobs.
Lifetime limits under AFDC should be rejected so that individuals can earn
credit and income protection for the time they work.

All workers should earn a living wage.

There is dignity in all work, and low skilled workers ought to be paid
enough to support their families. The current minimum wage is 3,000 less
than the income required to raise a family of three to the poverty level. It
should be raised to a living wage.

In Baltimore last year, AFSCME and BUILD, a church-based organization,
worked together to secure a living wage for all workers of city contractors.
On July 1, 1995, these men and women who work in the most menial jobs
in the city at between $4.26 - $5.00 an hour with no benefits will see their
wages rise to $6.10 per hour and eventually to $7.70 per hour. As a result,
we expect a reduction in the need for government assistance to supplement
the wages paid by low wage employers through cash assistance, housing,
medical and nutrition programs and the Earned Income Tax Credit.

All individuals should have the same education and training opportunities.
Federal education, training and labor market services should be
reorganized into an integrated system of job development, job placement,
and education and training to provide high quality services to unemployed
and low-skilled workers without regard to what program of income support
they receive. Welfare recipients should not be segregated into separate
education and training programs and restricted to training for low-wage
jobs, low-skilled jobs.
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In meeting any federal participation rules, states should have flexibility
to establish a variety of work and non-work activities provided there is
a minimum wage floor for all work activities.

Given the diverse skill levels and work experience of individuals on
welfare, states should be permitted an array of work options including
shortterm internships or training positions of no more than three months,
wage subsidies, and sheltered workshops. In addition, work activities
should not be the only way to demonstrate responsibility. Parenting
classes, participation in school, and a variety of other non-work options
should be permitted.

Instead of rigid and unrealistically high participation rules, the number and
type of such work activities should be based on the needs of individuals,
the condition of local labor markets, and the capacity of employers to
absorb additional workers without displacing real jobs. Aggressive job
creation efforts must accompany work participation goals in communities
with high unemployment.

Jobs for working people should not be converted into unpaid welfare
work activities, and locally established wages, benefits, and labor-
management relationships should not be diminished through federal or
state policies.

Welfare recipients who work like any other workers should enjoy the same
wages, rights and benefits. Simple fairness calls for parity with other
workers if there is virtually no difference in the work they do. In addition,
to the extent that displacement occurs, equal pay and benefit protections
will help ensure that the federal program will not replace paying jobs with
unpaid workers.

Federal policy should be very clear in establishing the responsibility of
employers not to displace working people and their jobs and should
establish effective procedures to enforce them. At a minimum, current law
protections must be retained in any welfare reform legislation adopted by
Congress.

Local unions should be regarded as a positive partners in “reinvesting"
local work programs.

Welfare work programs will affect the economic security and future of
existing workers. They should have a voice in reinvesting these programs.
Local unions can help organize local work projects and activities which do
not jeopardize real jobs and which provide training an upward mobility for
welfare recipients. The principle of involving local unions in designing,
approving and implementing local work programs is an important
ingredient to their success. AFSCME has developed effective working
relationships with program administrators when they are reasonable and
willing to ensure that existing jobs are not at risk in such places as
Westchester, New York and Minnesota.
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6. States should have the flexibility and resources to implement programs
and policies which make work more rewarding than welfare.

One of the tragic fallacies of the current debate is that welfare recipients
are viewed as people who are different from working people. Designing
a fair welfare prevention strategy requires a recognition that low wage
workers need the same child care and health care as women leaving
welfare for work. Government policies should ensure that child care and
health care is available to all low income families in training or work on
the basis of a sliding fee schedule. In addition, states should be able to
modify their welfare programs to permit mothers to earn their way off
welfare and out of poverty by keeping a declining portion of their cash
assistance as their earning increase.

7. Local welfare offices must be redirected away from their almost
exclusive focus on processing benefits and toward more work-oriented
goals.

Federal and state policies which require an almost exclusive focus on
functions related to paying benefit checks must be modified to put more
emphasis and resources on intensive case management, education, training
and work. The issue is not whether government or the private sector can
do a better job. In fact, local welfare offices did exactly what government
policymakers wanted them to do in the early 1980s. They reoriented their
efforts away from their historical social work mission and concentrated on
verifying eligibility and finding fraud. The need for a better balance
between these two missions is clear now.

Reorienting the welfare system to emphasize work employment
opportunities requires clear federal direction to strengthen and integrate
more fully the nation’s welfare, education, training and labor market
systems. An integrated system serving all job seekers will help remove the
welfare stigma which puts recipients at a disadvantage when they look for
work.

Block Grants

The PRA gives state’s the option to receive a state block grant instead of
continuing in the current AFDC program. It would freeze the amount of money
a state would receive from the federal government at 103 percent of the amount
they received in 1994. The grant would not grow from one year to the next to
accommodate economic fluctuations, changes in wealth, or population. States
would have more flexibility to tailor the program to their specific needs, but
would have to do so with significantly less money. )

Discussions are under way to convert the entire AFDC program to a block
grant. Our Public Policy Department predicts that, if the next five years are like
the past five, states could lose at least $20 billion for poor families they otherwise
would have received in federal aid. The hardest hit states would be Texas,
California, Florida, Arizona, New York, Washington and Pennsylvania. Only three
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states - Michigan, Wisconsin and Louisiana - would not lose funds under the block
grant proposal. If the next five years look anything like the last five years, states’
need for federal aid to mitigate the effects of economic slowdowns will recur, but
the amount of federal aid would remain unchanged from the 1994 level.

Even with the current AFDC program in place over the last five years, states
had to raise taxes by some $36.2 billion just to deal with the recession-related
problems they faced. If they had received no increases in federal AFDC payments
those tax increases might have been an additional $10.4 billion.

States will need more federal aid for AFDC in upcoming years, since most
state economies were extremely strong in 1994. The unemployment rate (which
is widely assumed to be at or near its lowest point nationally), inflation (which is
at historically low levels), and population will certainly increase over the next few
years. Freezing AFDC at 1994 levels ignores the likelihood that most state
economies will not be doing as well in the future as they are doing today.

States that experience economic slowdowns relative to their 1994
performance would be particularly hard hit by this proposal. This is because they
would be tied to a grant level awarded during an economic recovery, which
would not be adequate to provide sufficient assistance during a recession. If the
size of the grant does not grow, it will never meet the needs of future recessions.

The block grant proposal would abandon a 30 year-old effort to create an
efficient and highly sensitive method for sharing resources between rich and poor
people and states. States that become poorer relative to other states through
recessions and other cyclical changes would be hurt the most. For example, many
southern states historically have been poorer than the. national average, and the
federal government has played an important role in providing them extra federal
payments to help them progress. The AFDC program has been an important part
of this strategy. Thus, Mississippi receives a federal match of nearly 80 cents on
the dollar and Georgia receives more than 60 cents (while Massachusetts, a
wealthy state, receives the minimum amount of 50 cents).

In any given year, individual states may experience difficult times. For
example, in the mid-1980s Texas and other energy-rich states faced severe fiscal
distress. More recently, the northeastern U.S. and California remained in an
economic downturn long after the rest of the country emerged from the 1991
recession.

The current AFDC program effectively addresses this problem by adjusting
annually for changes in a state’s relative wealth. When the Texas economy hit
hard times, its federal match rate increased (from 54 percent in 1985 to 64
percent in 1992). If AFDC were to become a block grant, the unique ability of the
federal government to perform this function will be lost.

If AFDC becomes a block grant, recessions will be deeper, last longer, and
do more long-lasting damage to their victims. As the number of poor people
grow, as workers lose jobs, and employment opportunities disappear, states will
face three choices: seek more funds from the federal government, raise taxes, or
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reduce benefits. Of these three options, only the last seems likely. Given the fact
that many block-granting proponents view AFDC as a key component in their
strategy to cut federal spending, the first choice seems highly problematic. The
second is likely to be unpopular and may even be bad fiscal policy at the state
level since the states cannot run budget deficits which have a countercyclical effect
in the same manner as the federal government.

The easiest option would be to reduce benefits or create waiting lists in
which newly unemployed workers may very well be at the end of the line. Thus,
the program would lose its crucial ability to act as an economic stabilizer.

Providing increased federal aid to states during recessions is an efficient,
effective, and appropriate role for the federal government. Automatically linking
the aid to AFDC caseload sizes that result from relative economic conditions
assures that the aid goes to the states and individuals that need it most at any
given time.

Conclusion

The AFDC program is based on several important principles. First, as a
society, it is in our national interest, economically and morally, to protect children
from the ravages of poverty and ensure them the opportunity to grow and thrive.
Second, in a large and Awealthy nation, the federal government is the most
appropriate instrumentfor more fortunate states and individuals to help out less
well-off states and individuals, recognizing that over time their relative positions
will change. Third, the federal government plays a unique fiscal rofe in managing
the national economy with programs such as AFDC acting as important economic
stabilizers nationwide and within individual states and regions.

Clearly, the welfare system needs reform through greater simplification
and flexibility with more emphasis placed on moving recipients into jobs, but
AFSCME believes that these basic principles are still valid. Abandoning them by
moving to block grants, turning our backs on certain classes of children, or
creating "welfare work” which can destroy real jobs is not real welfare reform.
It will not make any of the problems go away.

The costs to society of this strategy will be high: declining tax revenue,
deeper poverty, inadequate medical care, inadequate time for parents to supervise
and care for children properly, and ultimately, increased hunger and hopelessness
for poor women and their children if the federal and state governments look the
other way and hope for best from the private market place.
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Mr. ENGLisH. Thank you for your testimony.
The Chair recognizes Ron Field.

STATEMENT OF RONALD H. FIELD, SENIOR VICE PRESIDENT
FOR PUBLIC POLICY, FAMILY SERVICE AMERICA, INC.

Mr. FIELD. Mr. Chairman and Members of the Subcommittee, 1
want to thank you for giving us the opportunity to testify on this
very important issue.

FSA, Family Service America, and its nonprofit member child
and family service agencies is an 84-year-old network of commu-
nity-based family counseling and support services throughout
North America and serves over 4 million people annually in over
1,000 communities.

Our positions, therefore, on this subject are not so much ideologi-
cal as they are based on a long history of serving poor and troubled
families. We clearly agree that the welfare system is broken and
needs to be reformed to provide families with the kind of service
structure that will help them rise out of poverty, to attain true self-
sufficiency and a better way of life.

What that means is that real welfare reform must attend to the
health care, child care, training and employment needs of the fami-
lies AFDC was designed to support and protect. True welfare re-
form will result in a contract between recipients and the system in
which welfare recipients participate in necessary education and
training and employment programs necessary to find and keep em-
ployment and leave welfare, for which in return they are provided
essential support services they need, such as health care and child
care, to ensure that they are able to stay off welfare.

Research shows that over 70 percent of all welfare families find
their own way off the welfare rolls within 2 years. Unfortunately,
about half that number return to the welfare rolls for two mains
reasons: The low-paying jobs they were able to get did not provide
health care benefits and they could not afford medical care when
they or their child were sick, and the availability of decent child
care was either not available or not affordable.

To overcome this dilemma and eliminate the need for extended
welfare support, four key policy considerations must be addressed,
income-related, not time-limited health care coverage, perhaps
through Medicaid, that extends to low-income families after they
leave the welfare rolls, especially if their employer does not provide
it as a benefit; developmentally appropriate child care that is also
not time limited, but income related, before and after placement,
employment and training information and counseling services that
help people in transition to work, seek and obtain appropriate goal
directed education, training and apprenticeship that lead to a job
with a future and continued self-improvement and, last but not
least, employment policies and community development programs
that make it probable for people moving off of welfare to be ab-
sorbed by the economy in family supporting jobs. It is highly ques-
tionable whether the economy is currently in the position to do so
to any great extent.

Other such important corrections also have to deal with the
elimination of AFDC work disincentives and family separation poli-
cies. And to better assure a single parent’s ability to get a foot up
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on the ladder, there needs to be greater increased emphasis on
child support responsibilities by the absent parent.

Beyond the system reform, it is important to acknowledge that
many welfare families face numerous noneconomic conditions and
circumstances that must be addressed, if there is to be any reason-
able expectation for their success. A widely recognized component
of success transition from welfare dependency to self-sufficiency is
ongoing case management and community-based professional sup-
port services to help overcome problems related to employability,
family finances, eldercare, family violence, substance abuse and
other services and other barriers. In other words, true success will
come by dealing with the human problems that go beyond mere in-
stitutional remedies.

FSA shares the concern about the high incidence of teen and
unwed births that is a crisis for this Nation. Many of our agencies
have projects that serve this very population. We believe the Fed-
eral Government, as well as the private sector and our commu-
nities, must make a concerted effort to find constructive ways to re-
verse the trend, especially since families of teen parents are at the
greatest risk of long-term poverty and welfare dependency.

However, there are many reasons teenagers become parents, and
no evidence to indicate that cutting off teen parents will have any
great effect on the incidence of teenage pregnancy. Instead, as part
of their contract, teen parents should be required to participate in
school and employment and parenting skills training, provided that
support services such as case management and accessible child
care are available to enable full participation.

Mr. ENGLISH. Mr. Field, if you could wrap up and insert the rest
for the record.

Mr. FIELD. I will. Thank you very much.

Data just released shows that fully one-fourth of the children in
the United States live in poverty. This shameful statistic proves
that we have a national state of emergency to which the Federal
Government must respond. To ignore such a statistic only invites
more despair, more hopelessness and, therefore, more crime and
community breakdown, because we are creating a population seg-
ment who feels no connection to the so-called mainstream and no
hope of ever getting close to the American dream.

Thank you.

[The prepared statement follows:]
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TESTIMONY OF RONALD H. FIELD
FAMILY SERVICE AMERICA, INC.

Good morning, Mr. Chairman and members of the Subcommittee on Human Resources. On
behalf of Family Service America, Inc., I would like to thank you for giving us the opportunity to
testify on this very important issue of welfare reform.

Founded in 1911, Family Service America is an international organization dedicated to
strengthening families through services, education, information and advocacy. FSA and its
nonprofit member child and family service agencies constitute the oldest and largest network of
community-based family counseling and support services in North America, serving more than
four million people annually in over 1,000 communities with 11,000 professionals and 10,000
volunteers.

FSA believes that the welfare system is broken and needs to be reformed to provide families with
the kind of service structure that will help them rise out of poverty to attain true self-sufficiency
and a better quality of life. What that means is that real welfare reform must attend to the health
care, child care, training, and employment needs of the families AFDC was designed to support
and protect. True welfare reform will result in a contract between recipients and the system, in
which welfare recipients participate in necessary education and training and job search programs
necessary to find and keep employment and leave welfare, and in return they are provided the
essential support services they need, such as health care and child care, to ensure that they are
able to stay off welfare. We believe that a move by Congress to simply shunt responsibility for
the well-being of millions of children and families back to the States, or one that punishes children
for their poverty and the situation of their birth, is not real welfare reform and will not give
families the boost they need to permanently leave welfare.

Real Welfare Reform

Research shows that over 70 percent of all welfare families find their own way off of the welfare
roles within two years. Unfortunately, about half of that number return to the welfare roles for
two main reasons: the low-paying jobs they were able to get did not provide a health care benefit
and they could not afford medical care when they or their child was sick, and the availability of
decent child care was either not available or not affordable.

To overcome this dilemma and eliminate the need for extended welfare support, four key policy
considerations must be addressed: (1) income-related, not time-limited, health care coverage
(perhaps through Medicaid) that extends to low-income families after they leave the welfare roles,
if their employer does not provide it as a benefit of their employment; (2) developmentally
appropriate child care that also is not time-limited but income-related; (3) before- and after-
placement employment and training information and counseling services that help people in
transition from welfare to work seek and obtain appropriate, goal-directed education, training,
and apprenticeship that leads to jobs with a future and continued self-improvement; and last but
not least {(4) employment policies and community development programs that make it probable for
people moving out of welfare to be absorbed by the economy in family-supporting jobs. It is
questionable whether the economy is currently in a position to do so to any great extent with over
5 percent unemployment and economists and monetary policy makers saying that that represents
the current definition of full employment.

Health care, child care, honest job-related education and training, and effective, informative job
seeking assistance for family-supporting jobs are absolutely necessary for real welfare reform, as
is the elimination of AFDC work disincentives and family separation policies. And to better
assure a single parent's ability to get a foot up on the ladder, there needs to be a greatly increased
emphasis on child support responsibilities by the absent parent.

Beyond the systemic reforms, it is important to acknowledge that many welfare families face
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numerous non-economic conditions and circumstances that must be addressed, if there is to be
any reasonable expectation for their success. A widely recognized component of successful
transition from welfare dependency to self-sufficiency is ongoing case management and
community-based professional support services to help families overcome problems related to
employability, family finances, elder care, family violence, substance abuse, and other barriers. In
other words, true success will come by dealing with the human problems that go beyond mere
institutional remedies.

While we agree that the welfare system is broken, we believe it needs to be fixed in a way that
leads people to true self-sufficiency and not more bitterness and despair. Fixing it correctly can
result in stronger families and communities and a hopeful future for their children, while ultimately
saving money for governments and taxpayers. Political quick-fixes can result in more damage to
already damaged lives, another generation of lost children, and still higher social and
governmental costs.

Congerns

Having outlined what FSA believes is vital for welfare reform to be effective, I would like to now
comment on some of the proposals currently being considered by the Subcommittee. FSA's
greatest concern is with proposals in the Personal Responsibility Act that would eliminate
eligibility for millions of children currently receiving AFDC benefits. The Personal Responsibility
Act would exclude not only children of unwed teen mothers, but also children who have received
aid for an accumulated 60 months, children whose patemnity has not been established by the state,
and children born to an AFDC recipient or to an individual who received AFDC at any time in the
10 months prior to the birth.

When all of these provisions are combined, more than 5 million children could find themselves
suddenly ineligible for AFDC assistance. We believe the consequences of these provisions would
lead to increased foster care, homelessness, family break up, and drasticaily increased child
poverty and neglect. Although many states have already begun to implement waivers for welfare
reform efforts, and others have applied for such waivers, no state has attempted to implement
provisions that would cut so many children out of the system. By eliminating federal assistance to
these children, states and localities will be left to find emergency support for these children in their
already tight budgets. Although proponents of such provisions argue that children excluded from
AFDC assistance would continue to be eligible for Food Stamps and other aid, but with current
plans to block grant food programs and eliminate the entitlement for Food Stamps there is no
guarantee that Food Stamps will be available to a child who has been abandoned by the welfare
system.

FSA agrees that the high incidence of teen and unwed births is a great crisis for this nation, as it is
for many industrial nations. We believe the federal government, as well as the private sector and
our communities, must make a concerted effort to find constructive ways to reverse this trend,
especially since families of teen parents are at the greatest risk of long term poverty and welfare
dependency. However, there are many reasons for teenagers choosing to become parents, and we
do not believe that eliminating AFDC to teen parents will have any great effect on the incidence of
teenage pregnancy. We therefore oppose any provision that would punish children for their
parentage by eliminating aid to the children of teen parents. Instead, as part of their contract, teen
parents should be required to participate in school and employment and parenting skills training,
provided that support services such as case management and accessible child care are available to
enable full participation. Welfare programs should not turn their backs on the population at
highest risk of long term poverty, but enable them to achieve long-term economic and family
stability and well-being.

FSA opposes the 60 month cumulative time limit which would cut off aid to a family that has
received a total of 5 years of aid with no exceptions. FSA is especially concerned with this
proposal because it could wind up punishing families who have fully complied with a work
program and have done everything within their power to leave AFDC and find steady work, but
have been unsuccessful. A federal program to help families should not punish families because of
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a bad job market.

This provision, too, would Jeave states with an additional burden, especially for low-skilled
workers. In a bad economy, over which the states have little control, families who have reached
their time limit would fall to state services if they are unable to find any job to support their
families, but are ineligible for welfare assistance because of an absolute time limit.

Abandoning Federal Responsibility

FSA does support state flexibility for welfare reform. States are in the best position to find
innovative programs that suit their own population and their own economies. States and
communities have different needs. Because one size does not necessarily fit all, states and
localities need to be given the flexibility to tailor welfare programs that best serve their
communities and people.

However, we also believe that in granting flexibility, the federal government cannot abandon all
federal responsibility. The federal government does have a responsibility for the well-being of the
nation's people. They must assure some parameters of protection to families and guidance to
states in the implementation of federal programs that serve families and children. In providing
federal monies for AFDC, we must also provide federal standards that assure 2 minimum safety
net that protects children from destitution and prevents unnecessary family break-up, that
provides families in economic difficulty with the necessary supportive mechanisms that help them
leave welfare and poverty and achieve self-sufficiency - be it through education and training, job
counseling, job creation, health care, child care, and other support services. Instead of wasting
money on a broken and defeating welfare system, government should use its resources to
effectively invest in people's futures. Surely the return on investment would be much improved.

Conclusion

Data just released shows that fully one-fourth of the children in this nation are in poverty. This
shameful statistic proves that we have a national state of emergency to which the federal
government must respond. To ignore such a statistic only invites more despair and hopelessness,
and therefore crime, because we are creating a population segment who feels no connection to the
so-called mainstream, and no hope of ever getting close to "the American dream.” As a nation,
we can not afford to balance the federal budget on the backs of families and children. The
poverty rate shows that; the crime rate shows that. No reformed federal weifare program should
leave families and children worse off than they already are.
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Mr. ENGLISH. Thank you, Mr. Field.
The Chair will recognize Carol Romero for testimony.

STATEMENT OF ANTHONY P. CARNEVALE, CHAIRMAN,
NATIONAL COMMISSION FOR EMPLOYMENT POLICY, AS
PRESENTED BY CAROL J. ROMERO, PH.D., SENIOR
ECONOMIST, NATIONAL COMMISSION FOR EMPLOYMENT
POLICY

Ms. ROMERO. Good afternoon, Mr. Chairman and Members of the
Subcommittee.

My name is Dr. Carol Romero. I am a senior economist on the
staff of the National Commission for Employment Policy. On behalf
of the commission’s chairman, Anthony Carnevale, who is out of
town this week, I am pleased to submit his statement for the
record on the role of employment and training programs in assist-
ing women move from welfare to work.

As you know, the commission is an independent Federal Govern-
ment agency authorized under title IV of JTPA, the Job Training
Partnership Act. The commission is charged with advising the Con-
gress and the administration on matters affecting the employment
of Americans, including ways to improve the effectiveness of all em-
ployment and training programs and policies.

The commission has undertaken a great deal of research on the
effectiveness of JTPA programs in assisting economically disadvan-
taged youth and adults and specifically women on welfare. Our re-
search indicates employment and training programs can help
AFDC recipients, especially those who are of prime working age be-
tween the ages roughly of 20 to 39.

I am aware that serious consideration is being given to block
grants in AFDC to States and then permitting States to do what
works best in their areas. For precisely that reason, my statement
has important implications at the Federal level.

First, based on our research on JTPA and other employment and
training programs, proposals to reform AFDC should be closely tied
to proposals to reform and consolidate the Federal Government’s
job training system. There should be one bureaucracy, not two or
more.

Further, the more successful training programs have several ele-
ments in common: One, decentralization; two, participation in
training programs is voluntary for people; three, the programs are
outcome oriented. Training is undertaken not for itself, but for a
job at the end. Placing people in jobs is a primary objective.

Of course, this means that for the programs to be effective, it is
imperative that the national economy and local ones, as well, be
healthy. Community work experience, CWEP, is an alternative to
private sector jobs. Under CWEP, AFDC recipients work for a pri-
vate sector organization in return for their welfare benefits. Rather
than being viewed as a form of work relief, CWEP is generally seen
as a program to prepare AFDC recipients to move into
unsubsidized employment.

From the perspective of welfare reform, however, a major prob-
lem with CWEP currently is that States and localities do not main-
tain data in a way that would allow an assessment of how often
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participants move into regular employment, much less of how much
of that employment can be attributed to their CWEP experience.

This leads to my final point. The fourth common element in more
successful programs is that program staff have clear measurable
outcome oriented goals that they are to meet, and at the national
level there is accountability in how the money is spent.

Thank you.

[The prepared statement of Anthony P. Carnevale follows:]
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STATEMENT OF DR. ANTHONY P. CARNEVALE
CHAIR
NATIONAL COMMISSION FOR EMPLOYMENT POLICY

On behalf of the National Commission for Employment Policy (NCEP), 1 am pleased to submit this
statement on the role of employment and training programs in assisting women to move from
welfare 1o work

1 currently serve as Chairman of the Commission, an independent agency authorized under Title
1V(f) of the Job Training Partnership Act of 1982, The Commission consists of fifteen members
who are appointed by the President and serve in a voluntary capacity. They are drawn from
business, labor, education, community-based organizations, as well as state and local governments

The Commission is charged with advising the Congress and the Administration on matters affecting
the employment of Americans. While our charge is broader than employment and training policies,
we are specifically mandated to "identify the employment goals and needs of the Nation and assess
the extent to which current policies and programs . . . represent a consistent, coordinated, and
integrated approach 1o meeting such needs and achieving such goals.”

My statement is divided into three major parts. This first section provides a brief overview of the
characteristics of the population on Aid 1o Families with Dependent Children (AFDC).

The second section summarizes other organizations' research findings on “what works" in term of
increasing AFDC recipients' likelihood of employment and also in terms of increasing their earnings

These findings are presented in order to explain gaps in knowledge that the Commission identified
and subsequently sought to fill in its own research agenda.

Section I1I presents findings from the Commission's research on the effectiveness of ITPA programs
in increasing the employment and earnings of participants

My conclusions are given in the final section
I. DIVERSITY OF WOMEN WITHIN THE AFDC POPULATION

Before discussing the role of employment and training programs in moving AFDC recipients off
welfare, T will present some information on the characteristics of these women. My purpose in
presenting these figures is to indicate the diversity within the AFDC population -- a diversity that
may undermine arguments in favor of a single solution to the welfare problem

Unfortunately, there is no one, solid database on AFDC recipients from which all the information
relevant to deliberations on welfare reform can be gathered.' Clearly, this lack of complete
information makes discussing the reform of welfare difficult, since effective solutions require
accurate problem diagnosis. Notwithstanding some data imprecision, we can make some general
observations about the welfare population overall

First, it is well known that AFDC recipients remain on welfare for varying lengths of time. Some
require welfare assistance only for a few months or perhaps a year in response to 2 particular
emergency in their lives. Some move on and off AFDC throughout their lives. Still others remain
on welfare for years. It is also well known that the AFDC population, at any point in time, is
dominated by these long-term recipients

Second, at any one point in time, about 80 percent of welfare recipients are between the ages of 20

!For example, states collect data on their AFDC caseloads which is provided to the federal
government. While these data are for the total population of AFDC recipients, there is little detail
on their characteristics and life circumstances.  Also, every March the Current Population Survey
(CPS) collects information that permits identifying persons who received benefits during the
preceding calendar year. While the CPS also contains detail on the characteristics of these AFDC
recipients, there is evidence that the number of such individuals is under-reported, especially those
who received benefits for only a portion of the year.

Another data source, cited in this statement, is the National Longitudinal Survey of Youth
(NLSY). Approximately 10,000 civilian young men and women were first interviewed in 1979 (at
ages 14 to 22) and have been reinterviewed every year through 1992. This data source contains a
rich amount of information on the young people’s family and work expeniences
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and 397 While the exact figure may fluctuate somewhat over time, its relative size is important for
two reasons.

[ Concentrating program efforts on individuals within this age group would go far
towards reducing the total number of women on welfare
[ People between the ages of 20 and 39 are considered 1o be of "prime working age,"

and consequently have the potential for making an easier transition into the job
market than the older or younger groups

Prime-Age Women

Fortunately, there are detailed data on this segment of the welfare population.> Roughly 20 percent
are on AFDC under two years, I will call them "short-term” stayers. Over 70 percent are on AFDC
four years or more. This latter group, the "long-term" stayers, are a primary target of current welfare
reform efforts.

How well prepared is this group of women to enter the labor force successfully? Compared to short-
term stayers, those on AFDC four years or more —

o are much more likely to have been school dropouts when they entered AFDC (50
percent compared to 30 percent);
[J are somewhat more likely to have had a low score on the Armed Services Qualifying

Test (39 percent scored in the tenth percentile compared to 32 percent among the
short-term stayers)*;

o are far less likely to have worked prior to enrolling in AFDC (43 percent compared
to 21 percent), and
o if they had work experience, averaged only 79 weeks of employment compared to

253 weeks for the short-term stayers

These data suggest several points. First, a sizeable percentage of the long-term stayers have
educational deficits, as indicated by their lack of a high school diploma and their low AFQT scores
Certainly, for some of these women, receipt of education and training would enable them to earn
enough, by themselves, to be able to leave the welfare rolls. In contrast, it is also likely that many
others have such severe learning disabilities that it would be virtually impossible for them to ever
earn enough, by themselves, to leave welfare, no matter how hard or how much they work

This raises a related point, also derived from the figures above. Some women who are on welfare
also work, either part-time or pant-year -- a group that is nearly indistinguishable from those we
classify as "the working poor." Indeed, for this group, the phrase "from welfare to work" is
inappropriate

In 1991 the age distribution of AFDC recipients was

Under 20 years 8.1 percent
20 to 24 years 23.4 percent
25 to 29 years 23 8 percent
30 to 39 years 32.6 percent and
40 years and over 12.1 percent

Source: U S. House of Representatives, Committee on Ways and Means, 1993 Green Book,
p. 697

*Data are from the National Longitudinal Survey of Youth, the women were ages 26 to 33 in
1991 and the number of years they could potentially have been on welfare dates from 1978. The
figures are cited in June E. O'Neill and Dave M. O'Neill, Lessons for Welfare Reform: An Analysis

f the AFD sel nd Past W Work Programs, Research sponsored by the National
Commission for Employment Policy, (forthcoming Spring 1995).

*The Armed Forces Qualifying Test (AFQT) has a long history as a reliable indicator of skills
and has been used by the Armed Forces for years to determine eligibility for service
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At the same time, other women on welfare do not have a job, have never had one -- and 1 wish 10
repeat -- are of prime working age. It is this group that is most in need, not only of skills training,
but also of job search assistance

One final point about work experience before I move on. It is important to note that there are long-
term economic payoffs to work. Should education and training programs be part of a welfare-reform
package, it may not be necessary - nor fiscally prudent -- to provide all women with all of the
services they need 1o leave AFDC immediately upon program completion. A post-training period
of transition should be expected. As the women work, they gain experience, and experience in turn
will eventually result in pay increases. These later pay increases are what will enable women to
"eam their way off” welfare.*

Young Women

It is not just on moral grounds that the prevention of pregnancies should be a top priority for young
women under the age of twenty, especially for young women who are unmarried. Data are very
clear that teenagers who give birth out of wedlock are more likely to be on welfare for extended
periods of time than those who do not give birth. For example, according to data from the National
Longitudinal Surveys of Youth, women on AFDC four or more years (long-term stayers) were

o younger at their first birth (S8 percent were age 20 or younger, compared with 29
percent of the short-term stayers), and

o more likely to have had their first birth out of wedlock (62 percent versus 43
percent).

Moreover, although our results are preliminary, it does not appear that skills training, by itself, is
an effective strategy for this group of women. While this point is discussed in more detail Jater in
the section on the Commission's research, it should be noted here that preliminary results from
NCEP research also indicate that job placement from JTPA training programs does seem to "work,"
at least in terms of raising the likelihood that these young women will still be employed at least two
years after they leave job training

Older Women

For older women (e.g., age forty and above), the emphasis on jobs in current welfare reform
proposals may be problematic. society may not feel it is morally acceptable for the government to
change the "rules of the game" on them abruptly. Moreover, it should be noted that older AFDC
recipients are more likely than younger women to leave welfare, regardless of the government's
actions. These women's children are approaching age 18, at which time the women may no longer
claim thern as dependents for purposes of receiving AFDC. 1t may be partly for this reason, that the
Commission's research has shown JTPA's employment and training programs tend to be more
successful for this group.®

In sum, data from our own and other research underscore the point that AFDC recipients are not a
monolithic group. Rather, differences in age, aptitude, work history, and life experience call for
complex solutions to "the welfare problem "

The Commission has undertaken several research projects that pertain to the specific role of the
effectiveness of employment and training programs in assisting women to leave AFDC. Prior to
engaging in this work, we reviewed other research to identify gaps in knowledge that we could fill
Next | will briefly describe this research, and gaps in knowledge that we found, in order to provide
background to our own approach and findings

There are two primary sources of information on training programs for welfare recipients. the

50Neill and O'Neill, (forthcoming); Carol J. Romero, JTPA Programs and Adult Women on
Welfare:Using Training to Raise AFDC Recipients Above Welfare, Research Report Number 93-
01, National Commission for Employment Policy, (June 1994)

SRomero, (June 1994)
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"welfare-to-work" demonstration projects of the 1980s and the "national experiment” of programs
funded under JTPA”

. EVIDENCE ON TRE
EFFECTIVENESS OF EMPLOYMENT AND TRAINING PROGRAMS

The Welfare to Work Demonstrations

The purpose of the welfare-to-work demonstrations was to learn the extent to which employment
and training programs (a) increase the likelihood that AFDC recipients become employed, (b)
increase their earnings, (c) decrease the number of women receiving AFDC, and (d) decrease the
size of welfare payments.

The demonstrations for adult welfare recipients included the standard range of employment and
training programs: basic/remedial education, skills training (both in a classroom setting and on-the-
job), and job search assistance’ At some sites, only one service was provided, such as job search
assistance. At other sites, a series of services were provided sequentially in an open entry/open exit
format. In addition, participation in the program was mandatory or voluntary, depending upon the
site.

All of the demonstrations were conceived as experiments and applied the experimental
methodology: at program intake, individuals were randomly assigned either to a group that was to
receive the services (the "treatment group") or 10 a group that was not 10 receive the services (the
"control group”). The goal was to create two groups who were as similar as possible except that one
received the treatment while the other did not.

The major advantage of this experimental approach is that it is possible to assess the effectiveness
of the training programs independent of the characteristics of the individuals who participate in
them This is a key issue in program evaluations, since the effectiveness of a particular training
program may be just as much the result of the characteristics and attitudes of the people who enroll
in it, as it is the result of the training itself This problem is technically termed "selectivity bias."
For example, data may show that only well-educated individuals enroll in the training and it is the
level of their prior education, rather than the actual training, that is associated with positive post-
program outcomes

For the most part, evaluations of these demonstrations indicate that there bave been positive post-
program outcomes for treatment group members. However, the size of the program impacts was not
uniform across all the demonstrations

From the 13 demonstrations with post-program outcomes reported by Gueron and Pauly in 1991,
two general results emerged. One is that traning efforts can increase women's earnings The list
below gives some of the largest differences in average annual eamings between treatment and
control group members in the second post-program year for these 13 demonstrations. (A "+" sign
indicates that the treatment group earned more than the control group.)

+ $658 -- San Diego SWIM Project’
+ $401 -- Baltimore Options Project
+ $591 -~ New Jersey On-the-Job Training Program

"For a review of the vast majority of the welfare-to-work demonstrations, see Judith M. Gueron

and Edward Pauly, From Welfar Work, New York: Russell Sage Foundation, (1991). For
findings from the National JTPA Experiment, see Abt Associates Inc , The National JTPA Study,
Report prepared for the U.S. Department of Labor, Bethesda, Maryland: Abt Associates, (January
1994).

3Saturation Work Initiative Model
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+ $871 —~ Maine On-the-Job Training Program®

A second general result appears to be that raining efforts can reduce weifare payments. Below is

a list of the average annual reduction in AFDC payments between the treatment and control group
members in the second post-program year for the same welfare demonstrations just listed. (A "-"
sign indi that the reductions in AFDC pay s were greater within the treatment group; a "+"
sign indicates they were greater within the control group.)

- $553 - San Diego SWIM Project

- $ 34 — Baltimore Options Project

- $238 — New Jersey On-the-Job Training Program
+ $ 29 — Maine On-the-Job Training Program'®

However, as the munbers above suggest, the welfare-to-work demonstrations produced only modest
increases in women's earnings and only modest reductions in welfare benefits. Moreover, the
demonstrations did not explain either the extent to which women who became employed, remained
employed or the extent 10 which their earnings were sufficient to move them off welfare and/or
above poverty.

The National JTPA Experiment

Results on the effectiveness of programs funded under Title 11 of the Job Training Partnership Act
(JTPA) are important in the context of welfare reform. As the government's major program for
training economicalfy disadvantaged youth and adults generally, it has trained over 120,000 adult
AFDC recipients specifically on an annual basis. Further, at the local level, training programs
funded under Job Opportunities and Basic Skills (JOBS) of the Family Support Act of 1988 often
rely on the JTPA service providers."

Prior to presenting findings on the effectiveness of JTPA, I want to note three particular aspects of
the JTPA system that are important in the context of using training programs to assist women in
leaving welfare 2

o JTPA is an outcomes-oriented program. Training does not occur for its own sake;
the uitimate goal is training for 2 job. Specifically, the U.S. Department of Labor
(USDOL) establishes measures of performance and assigns numerical values to them
(performance standards) for the system as a whole **

Gueron and Pauly (1991) Table 1.1, pp. 15-20. These differences were statistically
significant at the 10 percent level or higher.

"%Gueron and Pauly (1991) Table 1.1, pp. 15-20. The differences for the SWIM Project and the

New Jersey On-the-fob Training Program were statistically significant at the 10 percent level or
higher.

"Unfortunately, there are no reliable data on the extent to which JTPA and JOBS programs are
integrated at the local level.

A dditional information on JTPA is found in two reports from the Commission: Understanding

Federal Employment and_Training Programs, (January 1995) and Private Industry Councils.
Examining Their Mission Under the Job Training Partnership Act, (March 1993).

YFor example, for adults the performance goals include: employment in the thirteenth week
following program termination, and for those who are employed, their weekly eamings. In the
Program Years 1992-93, the specific standards were a 60 percent "follow-up" employment rate and
weekly earnings of $228 for adults and $207 for welfare recipients. Recognizing that local areas
differ in their ability to meet a single nationa) standard, the USDOL has also developed a
"performance standards adjustment model." This model may be used to raise or lower a locality's
performance standard to take into account factors considered to be outside the control of lacal
administrators, € g., economic conditions such as the unemployment rate
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o JTPA is decentralized Decisions regarding program operations are made at the state
and local levels.

[ JTPA is a voluntary program for participants and it is discretionary, i.e., applicants
are accepted into the program at the discretion of service providers.

To evaluate the effectiveness of ITPA's Title 1l programs, in the late 1980s the U.S. Department of
Labor undertook the National JTPA Experiment, using a methodology similar 10 that applied in the
welfare-to-work demonstrations discussed above. The JTPA experiment was conducted at 16 sites
across the nation, six of which provided useable data on the JTPA participants’ receipt of welfare
benefits. The findings given below are based on a 30-month follow-up period, dating from the time
of the individual's enrollment."*

Overall results indicated that the training programs had positive and statistically significant impacts
on the earnings of economically disadvantaged adult women (and adult men) In contrast,
economically disadvantaged out-of-school male and female youth (ages 16 to 21} experienced no
statistically significant earnings' gains.

Results also indicated that JTPA training had no impact on the AFDC recipients’ receipt of benefits,
measured in terms of the total amount of benefits they received during the 30-month follow-up
period

While this research on JTPA, and on welfare to work programs, have shown that employment and
training programs can be effective in assisting economically disadvantaged women, and welfare
recipients specifically, its findings are limited in several ways. 1 mentioned one earlier. the research
has not indicated how many women remain employed nor how many left welfare.

More importantly, the research has not told us the "how" or the "why" training programs are
effective (or ineffective). For example, is on-the-job training more effective than skills training in
a classroom setting in moving women off welfare? And how effective is job search assistance by
itself?

In terms of the "hows" and "whys," there is one particular limitation that should be highlighted
neither the welfare demonstrations nor the results from the JTPA experiment distinguished between
participants whom service providers placed in jobs when they left the programs and those they did
not place."” NCEP research shows the importance of an obvious, but often overlooked, point:
participants’ placement into jobs -- as opposed to permitting them to flounder once their
training is completed — is critical to their long-term post-program success.

1. NCEP RESEARCH ON THE EFFECTIVENESS OF
EMPLOYMENT AND TRAINING PROGRAMS

Before describing our results, I am going to digress for a moment to describe the database the NCEP
uses and the approach that our research takes.

NCEP Database and Research Approach

The NCEP database is unique. Jt consists of the universe of JTPA participants in over 10 states and

MAbt Associates Inc , (January 1994)

15Other limitations in the designs of these evaluations should be noted. For example, neither the
welfare demonstrations nor the sites of the JTPA experiment are statistically representative of all
sites nationally, which means we cannot generalize findings to the nation as a whole. Also, at
various sites, sizeable percentages of control group members received employment and training
services from sources other than the welfare-to-work programs or JTPA. Thus, ﬁndings on the
effectiveness of progra.ms are not based on true comparisons of "receipt of services” versus "no
recelpt of sennces For more delaxl see leha.m R Bowman, Evaluating JTPA Programs for
: : ah g eneral Fipdings, Research Report
Number 92 02, Nmonnl Commxssnon for Employmem Policy (June 1993), and Romero, (June
1994).




1017

covers program terminees for Program Years 1986 through 1989."¢

Two sets of information have been merged in this database. One part contains data on JTPA
participants (their personal characteristics and JTPA activities). The second part contains data on
the participants' quarterly earnings that are from the states' Unemployment Insurance (UT) wage
records. The UI wage records are available for four quarters (one year) prior to their entry into
JTPA and also for eight quarters (two years) after they have left the programs

With this database, our research uses a "non-experimental” approach, which can be of two types
One uses statistical techniques to identify an external comparison group -- individuals who did not
participate in training but for whom there is information in an already existing data file (such as
registrants with the Employment Service )"’

A second approach creates an internal reference group. In this case, all individuals being examined
are in the treatment group. They are differentiated by the type of treatment they receive. A group
who received a particular type of treatment becomes the reference group against which the other
groups are compared. The results are the estimated relative impacts of receipt of one type of
treatment versus another."

Both of these techniques must adjust statistically for the problem of selectivity bias, noted above
NCEP Findings

The first set of findings I will report pertain to the impact of JTPA programs on adult women (ages

22 and older) who, at the time they enrolled in JTPA programs, not only were on AFDC, but also

had not worked in at least a year prior to program entry '* At the time they left JTPA (in Program

Year 1986),

o 75 percent were placed in jobs,

o 4 percent enrolled in non-JTPA education or training; and
o 21 pescent left early for reasons such as problems with transportation, child-care, or
health ’

Of the women placed in jobs,

o 18 percent were above the 1990 three-person family Census poverty threshold in
their first post-program quarter™,

° 16 percent were above this poverty threshold in their first post-program year”'; and

o 22 percent were above this poverty level in their second post-program year.

By comparison, of the women who left JTPA training prior to placement,

'“While the precise states included in the database vary from one Program Year to another, the
following states are in it for all years. Georgia, Illinois, Missouri, Nevada, Oregon, South Carolina,
Texas, and Washington.

"The comparison group is analogous to an experiment's control group: it becomes the reference
group against which the post-program employment and earnings of program participants are
assessed. The results are the estimated net impacts of the treatment. See Bowman, (June 1993).

"*For example, sec Romero (June 1994) and William R. Bowman, An Analysis of the
Empl ings Im; f JTPA Pr for Qut-of-School Youth, Report prepared
for the National Commission for Employment Policy, (December 1994).

"These findings are contained in Romero, (June 1994)
®The quarterly threshold is $2,471

2The threshold is $9,885.
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(] 2 percent were above the 1990 three-person Census poverty threshold in their first
post-program quarter, -

] 2 percent were above this poverty threshold in their first post-program year; and

] 7.5 percent were above this poverty threshold in their second post-progsam year

Turning to the women who were not only placed but also employed each quarter in a post-program
year, the results are more encouraging. (Half were employed each quarter in their first post-program
year, 47 percent were employed each quarter in their second post-program year.) In their first year,
almost 40 percent were above the Gross Income Limit for AFDC determination in their state, and
31 percent were above the Census poverty level for a three-person family.? In their second year,
71 percent were above the Gross Income Limit for AFDC determination in their state, and 44
percent were above the Census poverty level for a three-person family.

In contrast, of the women who left the programs early, in their first post-program year, only 14
percent were employed in each quarter. Among these women, 34 percent were above the Gross
Income Limit for AFDC determination in their state, and only 14 percent were above the Census
poverty level for a three-person family. In their second year, 27 percent were employed in each
quarter. Among them, 65 percent were above the Gross Income Limit for AFDC determination in
their state; and 27 percent were above the Census poverty level for a three-person family.

Moreover, compared to job placement from the minimal service of job search assistance, placement
out of both occupational classroom training and on-the-job training significantly raised the
likelihood that these AFDC recipients would be employed in every quarter of the first and the
second post-program years. For example, in the first year, the women placed from on-the-job
traiming were 9 percent more likely to be employed than those placed from job search assistance;
in the second year, they were 6 percent more likely to be employed all four quarters

For those who were employed all four quarters, training in -- and placement from -- skills training
as well as basic remedial education was associated with a higher likelihood of being above the three-
person poverty threshold. For instance, in the first post-program year, women placed from
occupational classroom training were 8 percent more likely, on average, to be above poverty than
those placed after receipt of job search assistance. In the second post-program year, they were 11
percent more likely to be above poverty.

Turning to out-of-school, economically disadvantaged young women (ages 18 through 21), NCEP
research has found that on-the-job training is the most effective strategy for insuring continued
employment (into their second post-program year) and also for raising their eamings.* T should note
that this particular finding does not conflict with my earlier that job pl is key for
18 to 19 year-olds. A major purpose of JTPA's on-the-job training is continued employment with
the same employer after the training has been completed, i.¢., job placement. Moreover, this finding
is for economically disadvantaged young women, only some of whom are on AFDC *

In addition, for economically disadvantaged young women, the Commission’s research indi that
placement from occupational classroom training increases the likelihood of their employment as
much as two years after they leave JTPA, and it raises their earnings as well.

ZThe Gross Income Limit is the maximum amount a family can earn and still receive AFDC
benefits. It is established at the state level and varies considerably across states; for example,
in 1993, it ranged from $2,799 per month in New Hampshire to $577 in Missouri.

DWwilliam R. Bowman, (December 1994).

It should be mentioned that this finding does not conflict with those from the National JTPA
Experiment. The experiment combined participants in on-the-job training and job search assistance
into one group. The Commission's research has found that job search assistance is the least effective
program and that on-the-job training is the most effective. Thus, the experiment combined
participants of the least effective -- and the most effective -- strategies into one category, thereby
producing an overall finding that neither "worked.” See Bowman, (December 1994).

$Bowman, (December 1995).
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While there are success stories regarding the outcomes of employment and training programs for
young AFDC recipients, the results are not as positive as for the older women. For example, among
18 to 19 year-olds placed in jobs, only 40 percent were employed in three to four quarters in their
second pog—progmm year and only 14 percent earned enough to rise above the three-person poverty
threshold.

The reasons why employment and training programs are less successful for younger than older
women may be straightforward. First, in the normal course of events, they are in their child-bearing
years when leaving the workforce for a period of time is most common. Second, we ought to take
into account what behavior we expect of them and compare it with our expectations regarding the
behavior of college freshman and sop es, who fr ly manifest some level of immaturity
in their rapidly changing career aspirations.

4!

The importance I have placed on "job placement” raises the issue of public sector jobs since it has
been proposed that the public sector become the employer of last resort as we move welfare
recipients into the workplace. Unfortunately, there is little information on this topic that could guide
policymakers.

Community Work Experience (CWEP) is a program for AFDC recipients authorized under JOBS.
In this program, AFDC recipients work for a public service organization (public agency or not-for-
profit organization) in return for their welfare benefit. Rather than being viewed as a form of work
relief, CWEP is generally seen as a program to prepare AFDC recipients to move into unsubsidized
employment.

As of September 1991, only thirty states operated active CWEP programs, and of those, only 12
states had enrolled more than 150 welfare recipients in them.” One striking fact about CWEP is the
lack of systematic data on outcomes. States and localities do not maintain data in a way that would
allow an assessment of how often CWEP participants move into regular employment, much less of
how much of that employment can be attributed to the CWEP experience.

One final point. 1 began my with an implicit recc dation in favor of targeting welfare
reform efforts on AFDC recipients of prime-working age, i.e., roughly 20 through 39 years old
JOBS also targets priority services for AFDC recipients who

[ have received assistance for 36 months or more during the preceding 60 months,

o are under age 24 who have not completed high school or its equivalent;

[J are under age 24 who have three months or less work experience in the preceding
year, and

[ are in families in which the youngest child is within two years of eligibility.

As you consider possible options for mgelmg particular groups, you should be aware that targeting

criteria have inplications for the raci mix of women who are served.® For example, the
Commission's case study of AFDC recipients in Texas found that of all women eligible for JOBS,
the gr are Hispanic, followed by Blacks, and then Whites (41 percent, 37 percent,

md 22 pm:an, rﬁpwuvely) However, within JOBS target groups, which include just under half
of all recipients eligible for JOBS, Black women comprise the largest share (44 percent), followed

*Similar to the findings for older women, the young AFDC recipients who left JTPA prior to
completion were even less likely to be employed: only one fifth worked in three to four quarters of
their second post-program year. Further, the number above the three-person poverty level was too
small to be considered reliable. Romero, (forthcoming, Spring 1995).

This dlswmon is based on Edward T. Jennings, Jr, and Dale Krane, The Employer Role and
, Report prepared for the National Commission for

Employment Policy, (June 1994).
PThis dnswsoms blsed on Deanna T. Schemnyder Chnstopher King, and Leshe 0 Lawson,

Report prepnred for the Natlona.l Commlssnon for Employmem Pohcy,
(September 1994),
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by Hispanics (41 percent), and then Whites (16 percent).

The reason for this difference is due to the racial/ethnic distribution of AFDC recipients by type of
target group. In Texas, long-term AFDC receipt is the most common JOBS target group for all
race/ethnic categories. Due to the fact that Blacks make up the highest percentage of participants
in this category, a disproportionately higher percentage of Blacks are targeted for this reason

The second most common reason for targeting in the Texas JOBS program is lack of a high school
diploma. More Hispanics are in this category than either Blacks or Whites

IV. CONCLUSIONS

Employment and training programs should be included in any reform of the nation's welfare system.
I am aware that serious consideration is being given to proposals to block grant AFDC to states and
to permit them to establish the programs that work best for them. Should this be the outcome of
congressional action, then much of my statement is directly relevant to states’ needs. Nevertheless,
my statement also has implications at the federal level: proposals to reform AFDC should be
closely tied to proposals to reform and consolidate the federal government’s job training
system

Past attempts to include employment and training in welfare reform have not been successful,
largely for two reasons

o Manag has been frag) d There have been two bureaucracies -- one aimed
at providing AFDC benefits and another aimed at providing training and jobs -- when
one bureaucracy is required.

o There have been no performance goals. The AFDC system under JOBS has had no

percentage of job placements -- or other similar goal -- which it sought to meet

A successful employment and training program for welfare recipients would include the following
four elements.

1. The focus would be on women who are of prime-working age. Prevention of teen
pregnancy and out of wedlock births would be the focus for younger women
2. Receipt of training and job search assi would be vol y. Women would

have a choice. Their alternative might not be attractive, but they would have a
choice nevertheless.

3 Program stafl would have clear, measurable goals that they are to meet
Shifting to an outcomes-oriented system would be unsettling for staff devoted to
helping AFDC recipients. Certainly difficulties were experienced in a similar
transition from the Comprehensive Employment and Training Act (CETA) to JTPA
Nevertheless, such a redirection in emphasis cari, and should, occur.

4. Placing people in jobs would be a primary program objective. For some AFDC
retipients, job placement could be immediate; other women may first need only job
search assistance, others may require skills training. Still others may need
basic/remedial education before they are prepared to take training and subsequently
be placed in jobs.

- This last element of a successful employment and training system -- job placement -- leads me to
my final statement. For welfare reform to be effective, it is imperative that the national economy,
and local ones as well, be healthy. The private sector must be able 1o create and retain jobs, and for
that reason, welfare reform must be seen in the larger context of national econorhic policy

Thank you once again for the opportunity to participate in these hearings. 1 will be happy to
entertain any questions that you might have.



1021

Mr. ENGLISH. Thank you, Dr. Romero.
I will now recognize Harold Acres.

STATEMENT OF HAROLD R. ACRES, CHAIRMAN, WELFARE
REFORM TASK FORCE, UNITED WAY OF AMERICA

Mr. ACRES. Mr. Chairman and Members of the Subcommittee, 1
am Harold Acres, chairman of the United Way of America’s Wel-
fare Reform Task Force and a United Way volunteer from New
Hampshire.

Thank you for inviting me here today. I will speak on behalf of
United Way of America’s Public Policy Committee. I am submitting
two documents and request that they be printed in the hearing
record. First, you have my full written statement; second, because
United Way supports local charities like the Salvation Army,
YWCA, YMCA and Catholic Charities, we are submitting for the
record a statement on the role of charities in welfare reform which
is cosigned by local United Ways and United Way agencies.

United Way of America supports and serves approximately 1,400
local United Way member organizations across the country. Local
United Ways serve as both community fundraisers and problem
solvers. Local United Ways support programs that ease the transi-
tion from welfare to work.

The welfare system can and should be improved to promote work
and self-sufficiency. At the same time, reforms should be tailored
to ensure that children have a safety net when they need it.

Today I will briefly comment on three key points. First, the Pub-
lic Policy Committee supports welfare reform which builds on the
successful public/private partnership between local United Ways
and public funders. Second, while we are not opposed to turning
welfare programs into block grants to the States, we have some
concerns about this approach to welfare reform. Finally, charities
may be able to do more, but they cannot provide adequate emer-
gency and basic services and continue prevention and education
programs, if public funding is reduced significantly or eligibility for
public assistance is limited.

By providing private dollars for transitional services, local Unit-
ed Way volunteers assist welfare recipients. In this way, local
businesspeople are involved in community decisionmaking to pre-
pare welfare recipients for work. Through the regular United Way
program evaluation process, volunteers and staff have become con-
vinced that programs that focus on welfare to work are an integral
part of a successful assistance program.

Recently, the Public Policy Committee met to deliberate on the
move toward creating welfare block grants. We recognize that block
grants can provide valuable flexibility to States to target those
most in need for coverage and to tailor programs to local experi-
ence. However, Federal welfare reform should ensure that all chil-
dren and families are treated equally, regardless of the State in
which they reside or the timing of their need.

It is critical that human services block grants maintain eligibility
for those in need when the economy changes. Therefore, we urge
you to build a flexible mechanism into any block grant proposal to
address the impact of an economic downturn. Charities have dif-
ficulty increasing services when the economy goes bad. In fact,
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charitable giving is reduced when givers feel uncertain about their
own economic security.

The Public Policy Committee has assessed the ability of charities
to fill the gap that may be left, if Federal funding for basic emer-
gency and transitional services is reduced or eliminated. In the
past, charities were unable to provide the basic support needed by
poor families. While United Ways do fund emergency services like
soup kitchens and shelters, charitable support cannot replace the
basic safety net. Cuts in Federal funding are unlikely to result in
increases in charitable giving of the magnitude needed to replace
a lost or reduced Federal commitment. In fact, according to the
Center on Budget and Policy Priorities in the American Association
of Fund-Raising Council, charitable giving would have to double in
order to replace human services funding that would be lost under
some proposals currently being considered. In the early eighties,
according to the Urban Institute’s Nonprofit Sector Project, chari-
table giving made up only 7 percent of the $42 billion that was lost.

It is important that there continue to be a Federal presence and
commitment to the needs of poor families. Federal involvement has
insured a basic level of assistance across the States. Charitable giv-
ing and needs are uneven across States and localities. Private char-
itable giving cannot serve the function of evening out public assist-
ance across the States and localities. Only the Federal Government
can perform this function.

United Way and other charities we support can and do provide
services efficiently, creatively and with more flexibility than gov-
ernment. In fact, a great many public functions are currently being
performed by private charitable organizations as a subcontractor to
government. Those who would prefer to have the charities do more
must remember that they strand so forth every dollar, often aug-
mented by Federal funding and United Way support.

It is important to bear in mind that public funding provides 42
percent of local agency resources. The combined private charitable
resources of United Way contributions and agency fundraising is
only 0.4 percent of agency budgets.

{The prepared statement and attachment follow:]
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STATEMENT FOR THE RECORD

Submitted to
Committee on Ways and Means
Subcommittee on Human Resources

by

Harold R. Acres, Nashua, New Hampshire
on behalf of
Welfare Reform Task Force of the
Public Policy Committee of
United Way of America

February 2, 1995

Mr. Chairman and Members of the Committee, I am Harold Acres, the Chairrman of the United
Way of America Weifare Reform Task Force and a United Way volunteer from New
Hampshire. Thank you for inviting me here today to speak on behalf of United Way of
America’s Public Policy Committee.

United Way of America supports and serves approximately 1400 local United Way member
organizations across the country. Local United Ways serve as both community fundraisers and
problem solvers. In their capacity as community problem solvers, United Way volunteers and
United Way professionals have long been partners with government in funding welfare-to-work
initiatives. Local United Ways support programs that ease the transition from welfare to work,
including, child care, job training, job acquisition, education, and prevention of teen pregnancy.

United Ways and Welfare Reform

United Way of America supports welfare reform because our welfare system can and should be
improved to promote work and self-sufficiency. At the same time, we believe that reforms
should be tailored to ensure that children do not lose the support of a safety net when they need
it.

Local United Ways provide funding, often in partnership with federal and state governments,
for many supportive and transitional services for welfare recipients. A significant proportion
of United Way dollars fund programs for children. At the cornerstone of our position statement
on welfare reform is a guiding principle: ensure that the best interests of children are always
taken into consideration.

With this in mind, we examined hands-on experiences of United Ways in addressing the major
issues before you today. In our efforts to enhance the lives of children, United Ways also focus
on stabilizing the family. Examples include:

. Child care. 83% Of local United Ways responding to a United Way of America
survey are funding child care programs and have found it to be the second most
effective program in assisting people to become employed and self-sufficient. Our
position statement strongly supports adequate funding for child care for parents who
are in education and training programs, poor working families who have recently left
welfare or those managing to stay off of welfare through the child care subsidy of
the At-Risk Child Care Block Grant.

. Education and training programs. The 1993 welfare reform survey of local
United Ways found that members describe training and employment programs as the
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most effective in assisting people in the community to become employed and self-
sufficient. Fifty-five percent of those local United Ways fund such programs.

United Ways frequently partner with government in JOBS programs. In Cincinnati,
over 1 million dollars of local United Way resources support programs also funded
by the Federal Jobs Program.

The Public Policy Committee also has adopted positions on current issues which contribute to
poverty. Just as we focus on the needs of young children, we place a high priority on the
problems of poor families. Following are specific issue areas we contemplated and our views
on addressing them.

®  Teen parents. A recent survey of Jocal United Ways found that 75% are funding
teen pregnancy prevention and parenting counseling programs. We strongly support
funding for education and training for teen parents that focuses on developing
parenting skills and responsible decision-making.

® Two Parent Families. Current eligibility requirements deny assistance to
households in which one parent works more than 100 hours per month (regardless
of earnings) or lack a work history. These rules create a disincentive to marry,
particularly in young families who may not have a work history. United Ways
strongly support eliminating these eligibility requirements, support basing eligibility
on earnings, and urge greater flexibility to encourage families to stay together.

®  Time limits. As we have stated, United Ways strongly support initiatives that help
welfare recipients move from welfare to work. We have serious reservations
regarding arbitrary time limits. Welfare reform should recognize the diversity in
needs among poorly trained and educated job seekers. We suggest that
individualized time limits imposed by both the recipient and case manager would
more effectively move welfare recipients into jobs. Such an agreement should
clearly state the expectations of both the recipient and case manager.

®  Family caps. We do not support eliminating eligibility for assistance for children
born to welfare recipients. This proposal could jeopardize many innocent children
and destabilize families. We have seen no research data that such a policy would
influence behavior nor reduce the poverty rate among children.

By providing private dollars for transitional services, local United Ways are involving volunteers
in the effort to assist welfare recipients through the United Way allocation process. In this way,
local business people are involved in community decision-making to prepare welfare recipients
for work. Through the regular evaluation process of United Way programs, volunteers and staff
have become convinced that well-run programs, with real success at moving people from welfare
to work, are an integral part of an assistance program focused on work.

Block Grant Options

Recently, the Public Policy Committee met to deliberate on the move toward creating welfare
block grants. We recognize that block grants may provide valuable flexibility to states to target
those most in need for coverage and to tailor programs to local experience. However, block
grants might also create gaps in coverage unless they are designed to ensure coverage to those
who are eligible and needy.

Traditional block grants flow until the funds are gone. Federal welfare reform should ensure
that all children and families are treated equally, regardless of the state in which they reside or
the timing of their need. During a recession need generally rises, while charitable giving often
declines. It is critical that human services block grants maintain eligibility for those in need
when the economy changes. Therefore, we urge you to build a flexible mechanism into any
block grant proposal to address the impact of an economic downtown. Charities have difficuity
increasing services when the economy goes bad; in fact, charitable giving is reduced when givers
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feel uncertain about their own economic security.
Charities’ Role in Welfare Reform

We have assessed the ability of charities to fill the gap that may be left if federal funding for
basic, emergency and transitional services is reduced or eliminated. Our review of past
experience demonstrates that charities were unable to provide the basic support needed by poor
families. We and other charities encouraged the creation of a federalized system of basic and
emergency support to ensure minimum support for families in need. While United Ways do
fund emergency services, like soup kitchens and shelters, charitable support cannot replace the
basic safety net provided by AFDC and food stamps. Cuts in federal funding are unlikely to
result in increases in charitable giving of the magnitude needed to replace a lost or reduced
federal commitment. In fact, according to the Center on Budget and Policy Priorities and the
American Association of Fundraising Counsel, charitable giving would have to double in order
to replace human services funding that would be lost under some proposals currently being
considered. In the early 80’s, there were about $42 billion in cuts to Federal programs of
interest to nonprofits. But, charitable giving made up for only 7% of the lost federal funds.

It is important that there continue to be a federal presence and commitment to the needs of poor
families. Federal involvement has ensured a basic level of assistance across the states. In
particular, the food stamp program, through its eligibility formula, reduces the difference in
public assistance levels across the states. On the other hand, charitable giving and needs are
uneven across states and localities. Private sector giving is decentralized and has no mechanism
for redistribution across geographic boundaries. Private charitable giving cannot serve the
function of evening out public assistance across the states and localities - only the federal
government can perform this function.

United Ways and other charities we support can and do provide services efficiently, creatively
and with more flexibility than government. In fact, a great many public functions are currently
being performed by private, charitable organizations as a subcontractor to government. In
United Way agencies, 42% of funding comes from government sources. This is the same
funding that may be reduced or eliminated under some proposals. Those who would prefer to
have charities do more must remember that they stretch every dollar, often augmented by federal
funding and United Way support. It is important to bear in mind that while public funding
provides 42% of local agency resources, the combined private charitable giving of United Way
contributions and agency fundraising is only 24% of agency budgets.

Tax Policies and Charitable Giving

In closing, let me address the issue of tax incentives for charitable giving. Changing the tax
code may be helpful in providing incentives to encourage increased giving. However, we
caution that providing a tax return check off or an increased deduction may cost human service
charities down the line. The question is: if you dedicate part of your tax refund to charity, will
you continue to give directly? We urge you to keep in mind the potential unintended
consequences of these tax incentives.

We have taken a cursory look at proposals which would create a tax credit for charitable giving.
Unlike a charitable deduction, a credit might have a significant affect on giving. We intend to
take a closer look at a charitable tax credit and will seek research data to support such a
conclusion. In the meantime, we hope that we can work together on any tax proposals which
attempt to increase charitable giving.

For these reasons, we applaud the very real efforts at welfare reform that focuses on work,
flexibility, and local needs. The Public Policy Committee urges you to bolster the valuable
private/public partnerships that exist today. Further, we encourage continued emphasis on
transitional assistance to those moving from welfare to work. At the same time, we caution
those who think that charities can do more.
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The Public Policy Committee is also concerned about the appropriateness or ability of charities
to shift funding from prevention and education to basic and emergency services. It is not a good
idea: nonprofits do not have the charitable resources to recreate the safety net. United Way of
America’s Public Policy Committee strongly supports welfare reform that encourages work and
self-sufficiency, while ensuring a safety net to protect poor children across the nation.

Thank you, Mr. Chairman, for this opportunity to testify before your commitiee. We look
forward to working with you to develop meaningful welfare reform.
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UNITED WAY OF AMERICA’S PUBLIC POLICY COMMITTEE
COSIGNERS OF STATEMENT:
THE ROLE OF CHARITIES ON WELFARE REFORM

National Agencies

Camp Fire Boys and Girls
Catholic Charities U.S.A.
Evangelical Lutheran Church in America
Girls Incorporated
Girl Scouts of the U.S.A.
Family Services of America
Literacy Volunteers of America
National Council on Alcoholism and Drug Dependence, Inc.
National Urban League
United Service Organization, Inc.
YWCA of the U.S.A.

State and Local United Ways

United Way of Calhoun County, Anniston, Alabama

United Way of Southwest Alabama, Mobile, Alabama

United Way of Kern County, Bakersfield, California

United Way of Santa Cruz County, Capitola, California

United Way of Orange County, Irvine, California

United Way of Greater Los Angeles, Los Angeles, California
Monterey Peninsula United Way, Monterey, California

United Way of the Inland Valleys, Riverside, California

Northern California Community Services Council, Inc, San Francisco, California
San Francisco Bay Area United Way, San Francisco, California
Mile High United Way, Denver, Colorado

United Way of the Capital Area, Hartford, Connecticut

United Way of Connecticut, Inc., Rocky Hill, Connecticut

United Way of Northeast Florida, Jacksonville, Florida

United Way of Northwest Florida, Panama City, Florida

United Way of Palm Beach County, West Palra Beach, Florida
United Way of Martin County, Stuart, Florida

United Way of Northwest Georgia, Dalton, Georgia

United Way of the Central Savannah River Area, Augusta, Georgia
United Way of Rome & Floyd County, Rome, Georgia

United Way of Southwest Georgia, Albany, Georgia

Hawaii Island United Way, Inc., Hilo, Hiwaii

United Way of Ada County, Boise, Idaho

United Way of Idaho Falls & Bonnerville County, Idaho Falls, Idaho
United Way of Aurora Area, Aurora, lllinois
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Family Service and Visiting Nurse Association, Centralia, Tllinois
United Way of Decatur/Macon County, Decatur, Illinois
Illinois Center for Autism, Fairview Heights, Illinois

The Wells Center, Jackson, Illinois

United Way of Quad Cities Area, Rock Island, Illinois
United Way of Illinois, Springfield, Illinois

United Way of Sangamon County, Springfield, Illinois
Visiting Nurse Association of St. Clair County, Swansea, Illinois
United Way Partnership, Illinois

Operation Blessing, Wood River, Illinois

United Way of Madison County, Anderson, Indiana

United Way of Allen County, Inc., Fort Wayne, Indiana
Lake Area United Way, Griffith, Indiana

United Way of Central Indiana, Indianapolis, Indiana

United Way of Horrid County, Kokomo, Indiana

United Way of Central Iowa, Des Moines, Iowa

United Way of Wyandotte County, Inc., Kansas City, Kansas
Big Bothers/Big Sisters of Manhattan, Manhattan, Kansas
Manhattan Emergency Shelter, Inc., Manhattan, Kansas
United Way of Riley County, Inc., Manhattan, Kansas

The Crisis Center, Inc., Manhattan, Kansas

United Way of Northern Kentucky, Florence, Kentucky
United Way of the Bluegrass, Lexington, Kentucky

United Way of Kentucky, Louisville, Kentucky

Metro United Way, Louisville, Kentucky

Capital Area United Way, Baton Rouge, Louisiana

United Way of Acadiana, Lafayette, Louisiana

United Way of Penobscot Valley, Bangor, Maine

United Way of Mid Coast Maine, Bath, Maine

Big Brothers/Big Sisters of Monroe, Monroe, Michigan

Frey Foundation, Gran Rapids, Michigan

Livingston County United Way, Howell, Michigan

United Way of Michigan, Lansing, Michigan

United Way of Monroe County, Inc., Monroe, Michigan
United Way of Oakland County, Pontiac, Michigan

United Way of Saginaw County, Saginaw, Michigan

United Way of Minneapolis Area, Minneapolis, Minnesota
United Way of Greater Lee County, Tupelo, Mississippi
Heart of America United Way, Kansas City, Missouri
Lutheran Family and Children’s Services of Missouri, St.Louis, Missouri
United Way of Southern Nevada, Los Vegas, Nevada

United Way Monmouth County, Farmingdale, New Jersey
United Way of Hudson County, Jersey City, New Jersey
United Way of Central Jersey, Milltown, New Jersey

United Way of Morris County, Morristown, New Jersey
United Way of Passaic County, Patterson, New Jersey
United Way of Central New Mexico, Albuquerque, New Mexico
United Way of Niagara, Niagara Falls, New York
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United Way of Central New York, Inc., Syracuse, New York

United Way of the Greater Utica Area, Inc., Utica, New York
Community Action Agency of Southern New Mexico, Las Crucas, New Mexico
United Way of Central Carolinas, Inc., Charlotte, North Carolina

Tri County Christian Crisis Ministry, Elkea, North Carolina

Catawba County United Way, Inc., Hickory, North Carolina

Catawba Valley Area Girl Scout Council, Inc., Hickory, North Carolina
Hospice of Catawba Valley, Hickory, North Carolina

Rape Crisis Center of Catawba County, Inc., Hickory, North Carolina
Women’s Resource Center, Hickory, North Carolina

Hospice of Wilkes, North Wilkesboro, North Carolina

United Way of Wilkes County, North Wilkesboro, North Carolina
United Way of Wake County, Inc., Raleigh, North Carolina

United Way of Cass-Clay, Fargo, North Dakota

United Way & Community Chest of Greater Cincinnati, Cincinnati, Ohio
Columbus AIDS Task Force, Inc., Columbus, Ohio

Columbus Area Council on Alcoholism, Columbus, Ohio

Crittenton Family Services, Columbus, Ohio

Jewish Family Services of Columbus, Ohio

Rosemont Center, Columbus, Ohio

Salesian Boys & Girls Club, Columbus, Ohio

The Ohio Hunger Task Force, Columbus, Ohio

Ohio United Way, Columbus, Chio

United Way of Franklin County, Columbus, Ohio

Wisdom Communications, Columbus, Ohio

YWCA of Columbus, Columbus, Ohio

United Way of Hancock County, Findlay, Ohio

United Way of Fairfield County, Lancaster, Ohio

United Way of Richland County, Mansfield, Ohio

United Way of Portage County, Ravenna, Ohio

Shelby County United Way, Sidney, Ohio

United Way of Trumbull County, Warren, Ohio

United Way of Lane County, Eugene, Oregon

Visiting Nurse Association\Home Health Services, Edwardsville, Pennsylvania
United Way of the Greater Lehigh Valley, Bethlehem, Pennsylvania
United Way of Pennsylvania, Harrisburg, Pennsylvania

United Way of the Capital Region, Harrisburg, Pennsylvania

United Way of Beaver County, Monaca, Pennsylvania

United Way of Lackawanna County, Scranton, Pennsylvania

Catholic Social Service/Wyoming County, Wilkes-Barre, Pennsylvania
Community Counseling Services, Wilkes-Barre, Pennsylvania

Domestic Violence Service Center, Wilkes-Barre, Pennsylvania

Family Service Association of Wyoming Valley, Wilkes-Barre, Pennsylvania
Help Line, Wilkes-Baree, Pennsylvania

Hospice St. John, Wilkes-Barre, Pennsylvania

Legal Services of Northeastern Pennsylvania, Inc., Wilkes-Barre, Pennsylvania
United Cerebral Palsy of Luzerne County, Wilkes-Barre, Pennsylvania
United Rehabilitation Services, Inc., Wilkes-Barre, Pennsylvania
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Visiting Nurse Association Home - Health Services, Wilkes-Barre, Pennsylvania
Wilkes-Barre Family YMCA, Wilkes-Barre, Pennsylvania

Wyoming Valley Alcohol and Drug Services Inc., Wilkes-Barre, Pennsylvania
Wyoming Valley Children’s Association, Wilkes-Barre, Pennsylvania
United Way of York County, York, Pennsylvania

Fondos Unidos de Puerto Rico, San Juan, Puerto Rico

United Way of Southeastern New England, Providence, Rhode Island
Helpline of the Midlands, Columbia, South Carolina

Community Planning Council of Greenville County, South Carolina
United Way of Greenville County, Greenville, South Carolina

United Way of Middle Tennessee, Nashville, Tennessee

United Way of Brazoria County, Angleton, Texas

United Way of Texas, Austin, Texas

United Way of El Paso, El Paso, Texas

United Way of the Texas Gulf Coast, Houston, Texas

United Way of Metropolitan Tarrant County, Fort Worth, Texas
United Way of Lubbock, Inc., Lubbock, Texas

United Way of the Concho Valley, San Angelo, Texas

United Way of Greater Texarkana, Inc., Texarkana, Texas
Mainlands Communities United Way, Texas City, Texas

United Way of Chittenden County, Inc., Burlington, Vermont

United Way of Central Virginia, Lynchburg, Virginia

Seattle Children’s Home, Seattle, Washington

United Way of King County, Seattle, Washington

United Way of Fox Cities, Inc., Menasha, Wisconsin

Stateline United Way, Beloit, Wisconsin

United Way of Portage County, Stevens Point, Wisconsin
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- ®
United Way

of America

701 North Fairtax Street
Alexandria, Virginia 22314-2045
Phone: {703) 836-7100

ROLE OF CHARITIES IN WELFARE REFORM

The United Way system funds tens of thousands of local agencies which provide critical services
to children and families in need across our nation. United Ways are community problem solvers
and fundraisers that support local charities like the Salvation Army, YMCA, YWCA, and
Catholic Charities. United Ways and United Way agencies stretch every dollar to the limit and
help as many families as possible. While charities may be able to fill some gaps, they do not
have the capacity to sustain emergency and basic services for the current welfare population of
14 million Americans, two thirds of whom are children. This document addresses key questions
regarding the capacity of charities to assume responsibility for emergency and basic human needs
of children and families, and why it would be unrealistic to expect charities to do so.

WHO PROVIDED FOR THE POOR BEFORE FEDERAL WELFARE PROGRAMS
WERE CREATED?

&  Religious organizations were a primary source of assistance for the poor, but could not
lift families out of poverty. AFDC and food stamp programs were created to attack
hunger and malnutrition and provide support for families to avoid placing children in
orphanages solely because their families were poor.

® In the early part of this century, widows’s pensions were created in most states in
response to the call, from President Theodore Roosevelt’s White House Conference, to
provide "such aid being given as may be necessary to maintain suitable homes for the
rearing of children." Religious organizations, child welfare experts, and orphanage
directors favored the creation of a safety net. Today, the successors to the widow’s
pensions are federal programs designed to reduce the unevenness of the state programs:
AFDC and food stamps provide basic, essential assistance to children and families in
need. While charities continue to support food banks, soup kitchens, and clothing drives
to meet the emergency needs of poor families, these activities cannot replace AFDC and
food stamps.

WHAT IMPACT DO CUTS IN FEDERAL FUNDING FOR HUMAN AND SOCIAL
SERVICE PROGRAMS HAVE ON CHARITABLE GIVING?

® From 1982 to 1984, there were almost $42 billion in cuts to federal programs in which
nonprofits are affected. After adjusting for inflation, charitable giving increased during
that time only enough to make up for 7% of the federal funding cuts.
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Giving to human service charities would have to increase by 114 % by 1996 (and continue
to double every year after that) to compensate for the proposed reductions in basic
assistance spending. Further, charitable dollars currently dedicated to innovative
programs and services would have to be redirected to recreate the saftey net. Charitable
spending priorities would change radically.

At the same time that federal funding was decreasing, and charitable funding could not
increase enough to make up the difference, there was steady growth in need. Evidence
of this. growth can be found in changes in the fund distribution reports of local
United Ways. The emerging and fast-growth area of funding is "basic and emergency
needs.” Traditionally, United Ways have primarily funded prevention and education
programs. Community needs have put pressure on local United Ways to support private
agencies that provide basic and emergency services that the public sector no longer
funds. For example, Catholic Charities provided emergency food and shelter for less
than one million Americans in 1981. Last year, Catholic Charities helped seven million
children and families.

If more charitable resources are diverted to emergency needs, fewer dollars are available
for education and family support services (i.e., child abuse prevention, parenting, child
care). The loss of funds to meet increasing demand for prevention services increases yet
again the demand for emergency assistance.

Federal funding is a great leveler. Charitable giving and needs are uneven across states
and localities. Private sector charitable giving is decentralized and has no mechanism
for redistribution across geographic boundaries. Poor communities have much less
charitable giving to respond to difficult problems of poverty and distress. Thus, poor
communities would be even more unable to address community needs during economic
hard times or a recession if federal funding is decreased.

WHAT HAPPENS TO CHARITABLE GIVING IN TIMES OF RECESSION?

Demands for basic and emergency services inevitably grow during a recession. Yet,
charitable giving does not keep pace with increased demands on local charities. The
smallness of the private, charitable sector makes it apparent that it cannot be the provider
of assistance for basic needs, but should preserve its role as an innovative and flexible
service provider.

United Ways' campaigns, when dollars are adjusted for inflation, have been stagnant
since 1987. Unlike current federal entitlement spending, which automatically expands
when need increases, charitable giving and capped block grants cannot expand when
need increases during a recession.

Charitable giving is going down and a recent study found that a reason for the reduction
is the recession. Independent Sector's recently completed research shows that househiold
giving dropped by 25% from 1989 to 1993.
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CAN LOCAL CHARITIES PROVIDE BASIC, ESSENTIAL ASSISTANCE TO THE
POOR RATHER THAN THE FEDERAL GOVERNMENT?

Charities are able to respond to some emergency needs, but cannot meet the everyday
basic needs of poor families. It is appropriate for the private sector to provide some
emergency and support services, like food banks, child care for working parents, or job
preparation training. Food banks and soup kitchens provide meals to families when food
runs out. While the private sector has the ability to fill emergency needs, local charities
do not-have the capacity to provide meals to 20 million poor families every day of every
week. On the other hand, the food stamp program is a manageable mechanism to
provide daily sustenance to children and poor elderly households that do not have
sufficient income for food.

The private sector can and does provide services efficiently, creatively and with more
flexibility than the government. In fact, a great many public functions ARE being
performed by private, charitable organizations as a subcontractor to government. For
example, the United Way of America and the Federal Emergency Management Agency
eatered a partnership in which the United Way of America agreed to administer the
Emergency Food and Shelter program through local United Ways. This program
provides more than $130 million for emergency needs with administrative costs of less
than three percent of total program funding.

Public/private partnerships can reduce overall costs for social welfare programs.
However, private charities do not have the capacity to assume responsibility for all
programs for the poor. In 1993, United Ways in Texas raised $209 million. Federal
and state AFDC spending in Texas totaled $613 million in 1993. There is no way that
increased efficiency or increased charitable giving can make up this difference in funding.

Today, at least 1/3 of funds to charitable organizations is from the government,
which is far greater than private donations to charities. In United Way agencies, 42%
of funding is from government sources. This is the same funding that would be reduced
under some policy proposals.

Services provided by charitable organizations are already being cut back under existing
funding levels. Many providers of emergency services have been forced to limit
access to families: a food bank that used to serve a family once a month is now
serving that family every other month. Food banks do not have the capacity to expand
emergency service to once per week, let alone once each night.

When it comes to providing basic needs, charities have much less capacity than
government. Nonprofits spend about 1/10 of what government spends for human and
social services. While charities’ mission is to meet community needs, cuts in federal
funding force charities to assume responsibility for those who lose public assistance.
Federal funding cuts force charities to substitute its activities for govemment, and
nonprofits lose the distinct role that they have played in responding to community needs.

WOULD CHARITABLE GIVING INCREASE TO MAKE UP FOR FUNDING CUTS IF
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THE TAX CODE IS CHANGED?

Private giving to charities which fund human and social services has remained at its
lowest percentage ever for the past three years.

While it is important for the tax code to continue to provide incentives for charitable
giving, it is impossible to imagine changes in the code that would alter existing giving
patterns enough to create increases in giving that could make up the loss of federal
funding for the basic, everyday needs of families.

United Way market research indicates that the tax benefit of giving provides some
motivation to givers, but the specific cause and how the individual giver responds to the
need is most important. Additionally, other charitable causes are draining giving to
human and social service charities.

Limiting a new tax benefit to contributions for human and social service organizations
is not a practical solution. Unfortunately, the tax code does not differentiate between
nonprofits that provide human services to the poor and those that provide vastly different
kinds of programming. Many human service organizations provide services that have
little or nothing to do with the basic and emergency needs of families.

Permitting individual taxpayers to decide how to dedicate a portion of their income taxes
to a human service charity might sound attractive but is administratively unworkable.
Such a policy would diminish the ability and role of government to identify and address
community needs. Further, dedicating income taxes reduces the spending ability of the
federal government and may also negatively impact overall charitable giving.
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Mr. ENGLISH. Thank you, Mr. Acres.
Dr. Ramirez.

STATEMENT OF MIRIAM J. RAMIREZ DE FERRER, M.D.,
PRESIDENT, PUERTO RICANS IN CIVIC ACTION

Dr. RAMIREZ DE FERRER. Mr. Chairman, thank you very much for
inviting us to testify to this Committee.

I work as a physician with the Puerto Rico Health Department.
I am also here representing my organization, which is Puerto
Ricans in Civic Action, an organization that delivered 350,000 indi-
vidl}:ally signed petitions to the U.S. Congress asking for equal
rights.

My patients are poor people. Their incomes fall below the poverty
line, and their means of support come mainly from welfare pro-
grams. However, you are right, the American welfare system is
broken. These programs have created a welfare culture in major
U.S. cities which have held hostage generations of families in a
web of overtapping Federal handouts with dependency, illegit-
imacy, unemployment and antiethical values.

State and territorial governments are hammered by over 300
Federal assistance programs. What a waste. These should be con-
solidated into five or seven block grants, but with clear guidelines.
Congress should learn from the block grant that replaced the Food
Stamp Program in Puerto Rico. It was the outcome of the Reagan
conservative agenda.

We urge Congress to expand the JOBS Programs and to limit
cash benefits to a specific number of years. We support the creation
of empowerment or enterprise zones, put in place a system that
promotes work, education, self-sufficiency and family values in all
the nations, but include the 3.6 million U.S. citizens in Puerto Rico,
because we suffer doubly under the ill-focused Federal assistance
programs that are underfinanced.

For example, in 1972, Congress established a Supplemental Se-
curity Income Program, but it did not expand it to Puerto Rico, be-
cause the program is funded from the general U.S. Treasury funds,
and we do not pay Federal taxes. In addition, the U.S. citizens in
Puerto Rico are treated unequally in the Medicaid, Medicare, Aid
to Families With Dependent Children and Food Stamp Programs.
For all these and many more reasons, we are ready to assume
equal responsibilities. We already contribute $2.2 billion in Social
Security taxes.

We propose that Congress gradually extend the Federal tax sys-
tem to Puerto Rico for a 5-year period, while during the same time
phase in all Federal programs in order to shift some of the burden
of operating our great Nation to the U.S. citizens in Puerto Rico.
Phase out the cover of Federal customs duties, fees, excise taxes,
possession tax credits over a 5-year period, establish economic in-
centives such as President Reagan’s enterprise zones to reduce un-
employment in all affected areas, empowerment zones.

Extending the Federal income tax system to Puerto Rico first will
help you balance the budget. You need money. You are looking for
money. According to the CBO, this will result in more than $2 bil-
lion in annual Federal revenue. In addition, if you phase out the
section 936 tax credit, the largest corporate welfare scam in the
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United States, it will produce an additional $2 billion, a total of ap-
proximately $4 billion. My advisors are telling me that this could
end up being $5 or $6 billion a year.

Working families in Puerto Rico would pay lower Federal income
taxes. The extension of the Federal income tax system will allow
our working families to enjoy the benefits of higher tax credits for
children, personal exemptions and lower tax rates. It would also
allow Congress to extend the Family Reinforcement Act provisions
in the Contract With America to Puerto Rico. Thousands of high-
income individuals who now escape taxes legally through tax loop-
holes in the local tax system would have to pay Federal income
taxes.

We also emphasize that individual welfare is equally as bad as
corporate welfare. Both are welfare, and a dollar wasted in individ-
ual welfare is equally badly wasted in corporate welfare. Accord-
ingly, at the very minimum, the solutions proposed should apply
equally to corporate welfare. U.S. taxpayers will be very pleased to
know that all that benefit from the U.S. budget will also have to
pay their share. If you play, you pay.

Puerto Rico’s burden sharing will restore the dignity of the U.S.
citizens in Puerto Rico. It would bring justice to the hardworking
families who live on wages which are subject to withholding source
and will carry the burden of paying for the Puerto Rico budget.
Both the Governor of Puerto Rico, Dr. Pedro Russello, and the Resi-
dent Commissioner, Carlos Romero-Barceld, have publicly endorsed
this concept.

Thank you.

[The prepared statement and attachment follow. The GAO Re-
port, “U.S. Insular: Information on Fiscal Relations With Federal
Government,” GAO/T-GGP-95-71, can be obtained from the U.S.
General Accounting Office, and the Tax Notes International article,
“Puerto Rico and Section 936: A Costly Dependence,” is being held
in the Committee files.]
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Miriam J.Ramirez de Ferrer MD
President, Puerto Ricans in Civic Action

P.0. Box 3225
Mayagues, P.A. 00681
(809)834 + 0726
Statement: Contract With America
Hearings on Welfare Reform
February 2, 1995

Mr. Chairman, Honorable members of this Committee, friends:

t want to thank you for giving me the opportunity to appear before you to express
our views regarding the impact of the Contract with America on Puerto Rico.

As a physician, | have devoted my medical career to give medical services to the
needy in Puerto Rico as an Ob-Gyn for the Health Department. The great
majority of my patients are poor people, whose incomes fall below the poverty
line, and whose means of support come from welfare programs. These 26 years
have given me the opportunity to feel first hand the needs of the people who will
be affected by the proposals in the Contract with America.

 But, you are right! ....The American Welfare system is broken.

Puerto Rico endures the same sad story as every other state. It is sad that
$14.6 billion dollars in federal funding and tax credits have not markedly
changed the quality of life for those it intended to.

Federal programs have created a welfare culture in major United States cities.
These have held hostage generations of families in a web of overlapping federal
handouts which promote dependency, illegitimacy, unempioyment and anti-
ethical values.

The hopes of many are with this new Congress. We encourage you to practice
radical surgery to stop the billion dollar hemorrhage of federal funds throughout
the Nation. State and territorial governments are hammered by the myriad of
bureaucratic rules for over 300 federal assistance programs. What a waste ! it
would be vastly more efficient to consolidate these into five or seven block-
grants with clear guidelines.

Remember the conservative revolution of the Reagan years, with the President's
“state's rights agenda” ? This Congress should learn from the block grant that
replaced the Food Stamp Program. It was the outcome of the Reagan’
conservative agenda.

The block-grant did not work because it was the only assistance program. Partial
welfare reform, without the extension of all other programs, failed to give Puerto
Rico the edge to produce the shining resuits of President Reagan's vision of
empowering local government. We endorse block grants, but with clear federal
guidelines

In order to eradicate the conditions which trap weilfare recipients in a state of
cultural and economic poverty, we urge Congress to establish clear guidelines to
expand the JOBS programs, and to limit cash benefits to a specific number of
years. We support the creation of empowerment or enterprise zones to help our
maijor cities generate more jobs.
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We support a complete restructuring of the American Welfare system. Put in
place a system that promotes work, education, self sufficiency and family values
in all the Nation. including Puerto Rico. Include the 3.6 million United States
citizens in Puerto Rico, because we suffer doubly under the iil-focused federal
assistance programs that are underfinanced.

s The Federal “Safety Net "for United States citizens in Puerto
Rico is incomplete.

Unequal federal funding limits the benefits of former President Reagan's "Safety
Net" for United States citizens, as more than 200,000 senior Americans in
Puerto Rico live in substandard conditions. Congress established the
Supplemental Security Income program (SSl) in 1972 to guarantee a minimum
level of income to needy aged, blind, and disabled persons, which should
include all U.S. citizens, and exclude aliens without established legal residence.

However Congress did not expand SSI to Puerto Rico, since the program is
funded from the general US Treasury Fund and we do not pay full Federal
Taxes. In contrast, we qualify for all other Social Security entitlements, as we
have been paying Social Security contributions.

We urge Congress to rectify this unequal treatment, and to finance the extension
of the Supplemental Security Income by extending the Federal Income Tax to
Puerto Rico, and phasing out the archaic practice of “cover overs” of Federal
custom duties and excise taxes to the Puerto Rico Treasury.

« We are ready to assume equal responsibilities.

The United States citizens in Puerto Rico are ready to assume increased
responsibilities. We already contribute $2.2 billion in Social Security taxes.
We should not be treated different than the residents in any other states. In
addition to unequal treatment under the Supplemental Security Income, the
United States citizens in Puerto Rico are treated unequally in the Medicaid,
Medicare, Aid to Families with Dependent Children and Food Stamp programs.

We want equal treatment through the Contract Proposal Welfare Reform, re-
focusing our goals on self - sufficiency, work fare and family values.

WE PROPOSE THAT CONGRESS:

1. Gradually extend the federal tax system to Puerto Rico over a
5 year period, while during the same time, phase in all federal
programs, in order to shift some of the burden of operating
our great Nation to the United States citizens in Puerto Rico.

2. Phase out the cover- overs of Federal custom duties, fees, and

-exclse taxes and the Possessions Tax Credit over a five (5)
year period.

3. Establish economic incentives such as President Reagan's
Enterprise zones to help reduce unemployment In all affected
areas. (Empowerment zones.)
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THE UNITED STATES WILL BENEFIT FROM THE POSITIVE EFFECTS OF
EXTENDING THE FEDERAL INCOME TAX SYSTEM TO PUERTO RICO.

1. It will help to balance the budget:

With the proposal for a Balanced Budget Amendment, the U.S. taxpayer will
find some relief when we share the fiscal burdens through our contributions.
As it stands presently, there is no relief in sight for the US taxpayer, but with
the Contract with America, all U.S. citizens can help carry the load and
realize the benefits of a sound fiscal future.

According to the Congressional Budget Office, extending the federal tax code
to Puerto Rico would result in more than $2 billion in annual federal
revenues. Additionally, the complete phase out of Section 936 tax credit
would produce and additional $2_billion, according to the latest tax
expenditure estimates of the Joint Committee on Taxation. This would result
in a total of approximately $4 billion annually.

The next table shows the amount of federal revenues that will be collected in
Puerto Rico in the years 1999 and 2000, after the extension of the federal
tax system:

1999 2000
Total change in Federal revenues
from Puerto Rico sources (millions) $2,251 $2,244
New excise taxes $395 $414
Custom duties 103 171
Rum excise tax 265 268
individual income tax 808 846
Tax on Puerto Rico Corporations 519 545

( Source: Congressional Budget Office, April 1990)

2. Working families in Puerto Rico, who earn mostly wages would pay
lower federal income taxes than their current local tax burden.

The Puerto Rico taxpayer pays more state income tax than their fellow
citizens in most of the other States of the Union. We are not equally treated
in the U.S. Budget, so the government of Puerto Rico must levy high local
income taxes in order to give services to the people.

Since federal income tax has not been extended to Puerto Rico, the middle
class will not benefit from those changes to the tax return proposed by the
Contract with America. The extension of the federal income tax system will
allow our working families to enjoy the benefits of higher tax credits: for
children, personal exemptions, and lower tax rates. The Contract's capital
gains tax cut would also help spur investments and the economy in the
island.

It would also allow Congress to extend the Family Reinforcement Act
provisions in the Contract with America to Puerto Rico.
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3. Thousands of high income individuals who now escape taxes legally
through tax loopholes in the local tax system would have to pay federal
income taxes.

For example, interest on mortgage backed securities, known as Ginnie Maes,
and interest on U.S. Treasury bonds are exempted from local income tax, but
not federal income tax. Investors in Puerto Rico earned about $100 million in
interest income on these instruments, and nearly $1 billion in manufacturing
and tourist enterprises which receive partial tax exemption under local
income tax laws.

4. United States taxpayers will be pleased to know that all who benefit
from the United States budget, will have to pay their share. * If you play,
you pay.”

5. Puerto Rico’s “burden sharing” will restore the dignity of the United
States citizens in Puerto Rico.

6. It would bring justice to the hard working families who live on wages
which are subject to withholding source and who carry the burden of
payingq for the Puerto Rico budget.

The burden will be shared by all, as the Internal Revenue Service extends its
enforcement power and uncovers the extensive underground economy in
Puerto Rico. As loyal American citizens, people will recognize the importance
of filing returns. ( Read: Federal liability )

7. Both the Govemor of Puerto Rico, Dr.Pedro Rc flo and the
Resident Commissioner, Carlos Romero_Barcelo Esq., have publicly
endorsed this concept. (See newspaper clipping)

President Reagan’s state’s rights conservative agenda got its start
in a model block-grant program to Puerto Rico; let's complete the
Reagan revolution with full application of the provisions of the
Contract with America in Puerto Rico.

We ask that you include for the record the following studies which are relevant to
this testimony.

1. General Accounting Office: “Information on Fiscal Relations With the Federal
Government. GAO/T-GGD-95-71. Testimony released on Tuesday, January 31,
1995,

2. Tax Notes linternational: “Puerto Rico and Section 936: A Costly
Dependence”, by Tomas Hexnar and Glenn P Jenkins.
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Mr. ENGLISH. Thank you, Dr. Ramirez.
Ms. Smith, if you would testify.

STATEMENT OF LEOLA SMITH, EXECUTIVE DIRECTOR,
EMPLOYMENT PROJECT, POOR PEOPLE’S COALITION; AND
PRESIDENT, NATIONAL UNION OF THE HOMELESS

Ms. SMITH. Good afternoon, Mr. Chairman and Members of the
Subcommittee.

I wear two hats this afternoon. I am president of the National
Union of the Homeless that has chapters in 19 cities throughout
the country, and truly welfare recipients and homelessness go hand
in hand. We already are facing a crisis in our Nation of homeless-
ness. If the Personal Responsibility Act takes effect, it will cer-
tainly add to the already existing crisis of homelessness throughout
our entire Nation, and truly I think taking welfare recipients off
of the welfare rolls is certainly not the answer and will only cause
a great deal of poverty and harm that will not only cause homeless-
ness, but will be the suffering of our children.

The other hat that I wear, I am executive director of the Employ-
ment Project. I am a city funded agency and I also am funded by
the State to provide vocational training for welfare recipients who
have been cut off of the welfare rolls and homeless people who are
currently residing in the shelter system under a city of Philadel-
phia contract—and I am formerly homeless. The difference between
many other cities and the city of Philadelphia, where I am from—
our Mayor Ed Rendell and our former Mayor Wilson Goode did
form a partnership, and this time listening to the victims to come
up with a comprehensive plan in order of solutions to the problem.

We are also an organization that was very instrumental in pro-
viding a comprehensive plan to address the issues. I think this is
certainly the way to go in order to solve the problem, and not pun-
ish people who are on welfare and who are jobless. On average, |
service about 1,500 different individuals, and I know that, provid-
ing training with their goals, their hope and their dream is to find
employment so they can be off the welfare rolls.

I clearly state to you that the job market is not as potent as you
may think. I know, because we have students that come to our
training classes in hopes of finding a job, even if it means flipping
hamburgers. Welfare was never designed to be a means of life, and
I think we all can agree to that. I do not know any client that we
have served in any fiscal year, that their food stamps or their med-
ical cash benefits lasted at any given month from month to month.
They always ran out by the third week of the month and they were
seeking additional food or they have ran out of money in paying
their bills.

So if you ask me if welfare is the answer, I can clearly sit here
and tell you no, it is not. It never has been, and I do not think it
ever will be. If we are going to talk about taking people off welfare,
then we ought to talk about formulating job creation. There is no
question about that, because the jobs do not exist. If we are going
to talk about taking people off welfare, welfare reform to me means
that you have something in place of it, and that is not the case by
implementing the Personal Responsibility Act.
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I think that people are being punished for being poor. I think
that we are not being given a fair chance in order to bring our-
selves up by the bootstraps, and that there is no comprehensive
plan that is put in place to take the place of people coming off wel-
fare. We are addressing a subcommittee today, and I think a com-
mittee needs to be formed with welfare recipients throughout this
entire country. Who can best tell you what we need than the very
people that are involved, and then together we can come up with
a comprehensive plan in order to address the issues, rather than
just saying that people are going to be cut off.

The State of Pennsylvania, through Act 75 that was implemented
in 1982, over 60,000 single so-called able-bodied people were dis-
placed from the welfare rolls. At that point in time, homelessness
doubled and tripled, because the job market was not there and, as
a result, people ended up losing their homes and were in the shel-
ter system with no place to stay.

So I plead with you to reconsider the Personal Responsibility Act
to form a committee where we could meet and sit down, and you
can check with our mayor. We have great ideas on addressing the
problem, and I think this is the way to go, rather than out and out
cutting people off. People are going to die, our children are going
to go hungry, and crime is going to escalate. And from what you
are paying and trying to take away from a person on welfare, you
are going to double and triple the amount of money that you will
be paying for a person to be incarcerated.

So I ask you to reconsider the Personal Responsibility Act.

Mr. ENGLISH. Thank you, Ms. Smith.

I would like to thank all of the panelists for the time they have
taken to make their presentations. It has been most useful.

I would now like to yield to a couple of the Members on the Sub-
committee for any questions they may wish to pose.

Mr. McCrery will inquire.

Mr. McCRreRY. I have no questions.

Mr. ENGLISH. Mr. Ford will inquire.

Mr. FOorD. Ms. Smith, you do believe that welfare recipients who
enter the welfare rolls at some point in time should go into the
work force and welfare should not be a way of life?

Ms. SMITH. Yes, I do, because welfare never gave a family or sin-
gle individual enough money to live on in the first place. When you
look at a single individual only receiving $205 a month, it has
never been enough to pay for the necessities of bringing ourselves
up by our bootstraps, which means an apartment, food, clothing
and being able to see the children——

Mr. ForD. Do you find welfare recipients who are able to work
who do not want to go to work? Do you find people on welfare who
just want that as a way of life and not to work at all, to be trained
and educated to go into the work force?

Ms. SmiTH. I think for some. It would be unfair for me to sit here
and say all. But I think everybody should not be punished or penal-
ized because of some people that the system say are lazy and do
not want to work. However, I think that is where the social service
plan caseworkers should implement a plan that every person must
follow through and not cut people off.
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Mr. Forp. Right now, though, when you walk into a Health and
Human Service office to apply for welfare, that case manager or the
caseworker that you speak of, there is no type of contract or no
type of conversation that the potential recipient enters into with
Health and Human Services about job opportunity, about a career
or moving that person back into the work force.

Ms. SMITH. I do vocational training, but that does not put food
on the table while that person is going through job training. I think
that we are punished if we get employment at $4.25 an hour. Your
food stamps are cut, your medical benefits are cut, your cash grant
is cut, because you are making $4.25 an hour.

I would like to propose this plan, because to me this makes
sense. I think people should maintain their welfare check, they
should perhaps at least for 1 year be eligible for their same entire
benefits. They are making $4.25 an hour, to at least allow that per-
son to maintain both so that they can sustain themselves and be
able to get an apartment and to have some timeframe for them to
get off the street and up on their feet, and I think that is the way
to go. But to cut a person off with absolutely nothing is going to
be devastating.

Mr. FORD. Let me go to Mr. Field.

Ms. SMITH. Let us not penalize people. You get penalized if you
work, and by the time you average it out, in essence, it does not
pay for you to work, when you look at the overall picture.

Mr. ForD. Thank you.

Mr. Field, you spoke of a contract between the recipient and the
government as an alternative to the harsh approach of eliminating
the aid to children of teen parents. What approach would you en-
dorse, if there is a breach of this agreement that you are talking
about? I am trying to see whether or not

Mr. FIELD. A breach of the agreement on the part of the govern-
ment or on the part of the individual?

Mr. Forp. On the part of the individual.

Mr. FIELD. Clearly, if anybody breaks the contract, at that point
you have to assess first of all whether or not that individual has
other needs that are not being addressed and whether or not, espe-
cially if they are a parent, if indeed they are capable of carrying
out their parental duties and responsibilities. You know, some
sanction may have to be imposed.

Mr. Forp. Like what?

Mr. FIELD. I am not so sure, to be honest with you. We do not
summarily support taking children away from people. But if a per-
son proves that they are not adequately being able to care for their
children or themselves, other approaches may have to be taken.

Mr. Forp. What do you think about the teen parents and the
child at home with the mother in some type of supervised home
setting? What would you think in terms of group homes?

Mr. FIELD. We are very much for them. Many of our agencies do
this kind of work. I know that our agency in Atlanta, for instance,
serves about 500 a year.

Mr. FORD. Are they very expensive?

Mr. FieLD. They are not inexpensive, I will put it that way. They
are expensive, but they are probably more cost efficient in the long
run than trying to let a teenage parent fend for themselves and
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struggle and perhaps even do themselves more damage and their
children.

Mr. ForD. Thank you, Mr. Field.

Mr. ENGLISH. The gentleman’s time is expired.

Mr. Rangel will inquire.

Mr. RANGEL. Thank you, Mr. Chairman.

Let me thank everyone for their testimony, and especially you,
Ms. Smith. I hope you put that in writing so that I can get it in
the record.

The Contract With America is moving so fast and they have a
dateline. Please do not expect that they will be able to include you
as a part of that America. They will sit down with each other to
see how they can work this out. Basically the theme behind the
Contract as relates to welfare is that the Federal Government did
not do a good job. Therefore, they did not let anybody else do it.
Do not be concerned whether it fails or not, we will monitor them,
but we are out of it. It is sad and it is unfortunate. It will not work,
but only the poor will suffer while we go through this process.

Let me ask the lady next to you a question. Most of us believe
that it is hypocritical to demand work, when there are no jobs or
no training for the jobs. I know you agree with that. But some say
that if there is no private sector jobs, that the government should
make certain that there is a public job available. I gather from
your testimony that all of the cutbacks that we are having are in
the cities. How do you approach the question of a public job? You
and I know that the welfare recipient will be substituting for low-
skilled civil jobs or jobs with the city where these people have been
laid off because of budget restraints? How do you handle that?

Ms. MEIKLEJOHN. I think the answer is a very complicated one.
I think it is very difficult to create any kind of work program, when
there are massive cutbacks in the regular work force taking place.
If the Contract With America and the balanced budget amendment
are passed, there will be additional cutbacks continuing down the
line, so that the number of real jobs available that are not part of
a welfare system will continue to shrink.

Mr. RANGEL. They say that within 2 years if you do not have a
job, that your child does not get any benefits. They do not even ac-
cept the fact that the government has to provide the job. But as-
suming that we take that position, will we get opposition from the
union?

Ms. MEIKLEJOHN. The unions believe that if somebody is doing
a job for the city of New York in the same way that another worker
who is employed by the city, that that person should be treated the
same way. In other words, they should have all of the rights and
benefits of an employee.

We also think that the city is deriving a benefit from the work
the welfare recipient does. And if they invest in that individual by
paying them a real wage, the individual will benefit and the city
will get much more out of that individual.

We are not opposed to short-term work experience and training
programs using city jobs. We are in the process right now in New
York City working with the local board of education to try to design
a 3-month work experience, workfare-type program te bring people
on home relief into school cafeterias. We want to try to create a
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labor-management committee which will screen recipients, put
them on a job, give them training and, after 3 months, given the
vacancy and turnover rate in the schools, they will move into a real
job.

So we think that if you are going to use the public sector or any
other employer, you need a carefully designed employment strat-
egy, but not a meat ax approach.

Mr. RANGEL. Thank you.

Thank you, Mr. Chairman.

Mr. ENGLISH. Thank you very much. The gentleman’s time has
expired.

The panel is dismissed. Let me say that the Chair appreciates
the time that each of the panelists have taken to share with us.
We will have an opportunity for you to submit some additional tes-
timony for the record. We appreciate the time you have taken
today to bring your diverse views to this debate, and they have
much informed our deliberations.

The Chair will dismiss this panel and bring in a new panel.

Mr. MCCRERY [presiding]. On our next panel, we have Dr.
Shonkoff from the American Academy of Pediatrics; Joseph Manes,
director of Federal relations for the Bazelon Center for Mental
Health Law; Rhoda Schulzinger, cochair of the Social Security task
force, Consortium for Citizens with Disabilities; Jennifer Vasiloff,
executive director, Coalition of Human Needs; and David Beck-
mann, president of Bread for the World.

We welcome the panelists. We appreciate your joining us today.
We will begin with testimony from Dr. Shonkoff.

STATEMENT OF JACK P. SHONKOFF, M.D., ON BEHALF OF THE
AMERICAN ACADEMY OF PEDIATRICS

Dr. SHONKOFF. Thank you, Mr. Chairman and Members of the
Subcommittee.

My name is Jack Shonkoff. I am a pediatrician, and professor of
human development and dean of the Florence Heller Graduate
School for Advanced Studies in Social Welfare at Brandeis Univer-
sity.

On behalf of the 49,000 pediatricians who are members of the
American Academy of Pediatrics, I am pleased to have this oppor-
:;iunity to discuss both welfare reform and SSI eligibility for chil-

ren.

In the attempt to reform the welfare system, we are reminded of
the oath we took as physicians to “first do no harm.” Our foremost
concern is with the children who will be affected by this proposal.
As you know, two-thirds of the Nation’s AFDC recipients are chil-
dren. Even with the current welfare safety net, however, 25 per-
cent of all children under age 6 now live in poverty. Low-income
children have poorer health than other children.

For example, they have a higher incidence of low birth weight,
asthma, infectious diseases, suicide, homicide and drug abuse.
They have lower immunization rates and poorer nutrition. We can-
not abandon these children. For their sake and for the sake of our
Nation’s future, we must break the cycle of poverty.

We encourage: efforts to reduce teen pregnancy and promote eco-
nomic self-sufficiency and parental responsibility for fathers, as
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well as for mothers. We agree that it may be appropriate to require
young parents to finish school and in some cases to live at home
with their parents or in supervised group home settings. But we do
not believe that denying welfare payments to children of unmarried
teens will reduce teen pregnancy. It would simply deepen the level
of poverty for affected families.

Almost all economists and sociologists have found that the
amount of welfare payments has an insignificant or no effect on the
rate of out-of-wedlock births. And as pediatricians, we know that
early parenthood is a complex phenomenon. While no one has a
simple answer to preventing teen pregnancy, the evidence indicates
that the best approach is to give young people the sense that they
have a future. A protected and nurtured early childhood followed
by a good education, job training and placement will help.

A strict work requirement alone will not solve the problem.
Moreover, without subsidized child care, many children may be
forced into substandard, even dangerous child care settings which
will further jeopardize their health and development.

We are also concerned about proposals to replace the WIC Pro-
gram with a block grant to States. WIC participants now receive
nutrition and breast feeding education, as well as referral to health
care providers. If Federal standards are removed, States could dis-
continue these health promoting and cost-effective features of the
program. In short, we fear that unraveling the Federal safety net
by eliminating critical entitlements will jeopardize the well-being of
our Nation’s poorest and most vulnerable children.

With respect to SSI eligibility for children, we submitted a de-
tailed statement for the hearing last week, but there are several
points I would like to underscore. We agree that improvements
must be made in this program, but Congress is dangerously close
to reversing policies and abandoning programs that enable children
with disabilities to achieve levels of independence they would oth-
erwise be denied.

More than 80 percent of children receiving SSI benefits have se-
vere physical and/or mental disabilities, including conditions such
as leukemia, spina bifida, cystic fibrosis, significant mental retar-
dation, schizophrenia and autism. SSI payments are critical to eli-
gible families who have low incomes and increased out-of-pocket ex-
penses.

The Academy urges extreme caution in adopting quick fix simple
solutions to complex SSI problems. Simply terminating entitle-
ments, ending cash payments and eliminating assessment tools is
not the solution.

The newly enacted Commission on Childhood Disabilities, which
will meet tomorrow, has been charged with critically reviewing SSI
and providing recommendations by November 1995. This biparti-
san commission provides the avenue for addressing the specific con-
cerns of Congress.

The academy also urges consideration of the following: First, de-
veloping mechanisms for disability review for children and adoles-
cents that will encourage many to come off the SSI rolls; second,
exploring whether it is possible to define broad categories of condi-
tion and provide different benefit levels for these different cat-
egories; and third, developing incentives to enable, rather than dis-
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able, by phasing in benefit decreases over time as a child’s condi-

tion improves, continuing health benefits after discontinuing cash

payments, and assuring maintenance of benefits during key devel-

gprr(xiental periods, such as adolescence and the transition to adult-
ood.

The welfare of America’s children and families is of critical im-
portance to the Academy. We do not pretend to have all the an-
swers. We do know, however, what children need to develop into
healthy and productive members of society, and are extremely con-
cerned that these basics will be taken away from millions of chil-
dren if some of the current proposals are enacted.

The Academy offers our assistance in helping to craft the most
equitable and responsible approach to address the needs of children
and families. I would be happy to answer any questions you might
have on any of the topics I have discussed.

Thank you very much.

[The prepared statement follows:]



1049

TESTIMONY OF JACK P. SHONKOFF, MD, FAAP
AMERICAN ACADEMY OF PEDIATRICS

Mr. Chairman, Members of the Subcommittee, my name is Jack Shonkoff, MD. 1 am a
pediatrician and the Dean of the Florence Heller Graduate School for Advanced Studies in
Social Welfare at Brandeis University in Waltham, Massachusetts. I was also the Chair of a
National Advisory Committee to the Center on Hunger, Poverty and Nutrition Policy at Tufts
University that studied the empirical evidence related to welfare reform issues. The results
of that study were issued on January 25.

Thank you for the opportunity to present this testimony today on behalf of the 49,000
pediatricians who are members of the American Academy of Pediatrics. 1 will discuss both
welfare reform and eligibility for the Supplemental Security Income (SSI) program.

Welfare Reform

The American Academy of Pediatrics fully shares the goals of welfare reform -- promoting
the economic self-sufficiency of families, personal responsibility in child bearing and child
rearing, and the wise expenditure of scarce public funds.

We especially support the need to address long overdue reforms associated with our welfare
system that affects the lives of our youngest citizens and our vulnerable adolescents. Our
children are a declining segment of our society. If we are to have a competitive workforce,
we simply cannot afford to lose any of them. That is why the pediatric community views
this public forum both as an opportunity and a responsibility to help shape pragmatic policies
to help families be families.

In the attempt to reform a system as complex as this one, we are reminded of the oath we
took as physicians to "first, do no harm." As pediatricians, our first and foremost concern is
with the child who will be affected by this proposal. There are no easy answers, but there
are answers, if all interested parties work together to fashion practical solutions. In the spirit
of cooperation, I would like to point out some of the areas in which we have concerns.

To understand the problems, let’s look at the faces and the environment of the children in
need of the welfare system. Since the early 1970s, the poverty rate among children has
steadily increased. Between 1987 and 1992, a staggering one million more young children
became poor. As you know, two-thirds of the nation’s AFDC recipients are children. Even
with the current welfare safety net, however, 25 percent of all children under age six, or six
million children, now live in poverty. Most are the children of working parents.

Low-income children are more likely to live in dangerous neighborhoods and have a higher
incidence of low-birth weight, asthma, infectious diseases, out-of-wedlock births, and
exposure to lead than other children. They bave lower immunization rates, poorer nutrition,
and are more likely to attend below-average schools than non-poor children. As teens, low-
income children have higher rates of suicide, drug abuse, and violent injuries and deaths,
including homicide, than their more well-off counterparts.

We cannot abandon these children. For their sake, and the sake of our nation’s future, we
all want to break this cycle of poverty and dependence on welfare. How can this be done?

Unfortunately, we cannot supply you with an easy answer. We know that children generally
do best in a two-parent family, with adequate heaith care, nutrition, and financial security.
Therefore, we encourage efforts to reduce teen pregnancy and promote economic self-
sufficiency and parental responsibility -- for fathers and well as mothers. We agree that it
may be appropriate to require young parents to finish school, and in some cases, to live at
home with their parents or, if that is not possible, in supervised group home settings.

With respect to the incidence of out-of-wedlock pregnancy, almost all economists and
sociologists have found that the amount of welfare payments has an insignificant or no effect.
And as practitioners serving teens, we know that part of adolescence is to engage in risk-
taking behavior, and that early unprotected sex and early parenthood result from numerous
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and complex factors. Thus, we are concerned that withholding AFDC payments to children
born to unmarried teenage mothers will not have a significant impact on the rate of teen
pregnancy, but would simply deepen the level of poverty for affected families.

While no one has a simple answer to preventing teen pregnancy, the evidence indicates that
the best approach is to give young people a sense that they have a future. A protected and
nurtured early childhood, followed by a good education, job training and job placement will
help. A strict work requirement alone, like that in the Personal Responsibility Act, will not
solve the problem.

In practical terms, what will it mean to a young mother and her child if the mother is forced
to work? We cannot assume that she will have a mother or grandmother who can care for
her child. On the wages that most teen parents can expect, it will be very difficult to find
high-quality, affordable child care. Consequently, the children of parents required to work
may be forced into substandard -- even dangerous -- child care settings where they will not
receive the attention and stimulation necessary for healthy emotional and intellectual
development.

Among other aspects of the Personal Responsibility Act and other welfare reform proposals,
we are also concerned about proposals to replace the WIC program with a block grant to
states. Currently, approximately 6.5 million pregnant women, infants, and young children
receive WIC benefits because they are at risk for poor nutrition. Pursuant to federal
standards, WIC participants receive nutrition and breastfeeding education and referrals to
health care providers. As a result, WIC has succeeded in reducing low-birth weights, thus
saving money in the Medicaid program; increasing immunization rates; and promoting
breastfeeding, which is not only cost-effective but prevents or moderates health problems for
infants and young children. If WIC is replaced with a block grant program, and federal
standards are removed, some states may simply give needy families a little extra cash and a
brochure on good eating habits. Tt seems counterproductive to dismantle a program that has
been shown to save money as well improve lives.

In short, we fear that unraveling the federal safety net by eliminating entitlements to cash
assistance, nutrition programs, child care for at-risk families, and other programs, will
jeopardize the well-being of our nation’s poorest and most vulnerable children -- one-fourth
of our future workforce.

We do not pretend to have all the answers. We do know, however, what children need to
develop into healthy and productive members of society and are extremely concerned that
these basics will be taken away from millions of children if some of the current welfare
proposals are enacted.

Supple al Security Income (SSI) Program Eligibili

Over the last year or so, much attention has been given to the extraordinary growth in the
number of children receiving SSI benefits, allegations that children are being encouraged to
feign behaviors in order to qualify for assistance, and the concern that some parents are not
using the cash benefit to help their children.

The SSI program is not without flaws. Improvements can and must be made in this
program. But Congress is walking dangerously close to reversing policies and abandoning
programs that provide opportunities for children with disabilities that enable many of them to
achieve levels of independence they would otherwise be denied.

The dramatic increase in the number of children on SSI is mainly related to the 1990 Zebley
Supreme Court decision and the expansion of the mental health listings by the Social Security
Administration (SSA), also in 1990. As a result, the rolls of children on SSI increased from
275,000 in 1989, to almost 856,000 by mid 1994. Nevertheless, this is fewer than the
pumber of children that the American Academy of Pediatrics had predicted would be eligible
as a result of these changes.
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Most children receiving SSI benefits have severe disabilities. About 40 percent have severe
physical disabilities, conditions like leukemia, spina bifida, cystic fibrosis, and major heart
abnormalities. Another 40 percent have significant developmental retardation, based on a
very stringent threshold. The other 20 percent have other mental impairments, including
childhood autism or schizophrenia, as well as Attention-Deficit Hyperactivity Disorder
(ADHD) and related conditions.

$S1 payments are critical to families who have a child with a significant physical or
developmental disability because such families have increased costs and decreased income.
Though public or private health insurance covers many medical care costs, many additional
costs must be paid out-of-pocket.

Furthermore, SSI benefits help to diminish dependence on other institutions and reduce the
likelihood that children with severe disabilities will be placed in long-term care institutions at
much higher costs.

The Academy urges extreme caution in adopting quick-fix, simple solutions to complex SSI
problems. Unquestionably, a thoughtful and comprehensive review of the current SSI
program is the most effective and responsible approach to addressing fiscal and policy issues.
Simply terminating entitiements, ending cash payments, and eliminating assessment tools is
not the solution.

The newly enacted Commission on Childhood Disabilities, which will meet on February 3,
has been charged with critically reviewing SSI and providing recommendations by November
1995. This bipartisan commission provides the avenue for addressing the specific concerns
of Congress.

In addition to the Congressional charge for the Commission, the Academy urges
consideration of the following:

1) Developing substantial ongoing efforts of disability review for children and
adolescents that will encourage many children to come off the SSI rolls;

2) Exploring whether benefits should reflect need. Although case-by-~case determination
of benefits may be administratively impossible, it is possible to define broad categories of
condition and provide different benefit levels for these different categories; and

3) Developing incentives to enable rather than disable. Opportunities to improve the
system include efforts to phase benefit decreases over time as a child’s condition improves,
to continue health benefits after discontinuing cash payments and to assure maintenance of
benefits during key developmental periods, such as adolescence and the transition to
adutthood.

The welfare of America’s children and families is of critical importance to the Academy. As
Congress continues to debate social reforms and begins drafting legistation, the Academy
offers our assistance in helping craft the most equitable and responsible approach to address
the needs of children and families.

I would be happy to answer any questions you might have on either of the topics I've
discussed. Thank you.
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Mr. McCreRY. Thank you, Dr. Shonkoff. I appreciate your stay-
ing within the 5-minute time that we have allotted.
Next is Joseph Manes.

STATEMENT OF JOSEPH MANES, DIRECTOR, GOVERNMENT
RELATIONS, BAZELON CENTER FOR MENTAL HEALTH LAW

Mr. MaNES. Thank you, Mr. Chairman.

I am Joseph Manes, director of government relations at the
Bazelon Center for Mental Health Law. Since its founding in 1972,
the Bazelon Center has been a nonprofit legal center advocating for
the rights and dignity of children and adults with mental impair-
ments.

We seek as part of our objectives effective community-based al-
ternatives to institutional care for low-income adults and children
with mental impairments. The SSI Program plays a vital role in
keeping people out of institutions. The monthly check enables peo-
ple who are elderly and particularly adults with severe disabilities
to pay for stable living arrangements from which they can partici-
pate in community-based treatment and training programs.

The 6.2 million people who receive SSI live at the margin. SSI
is their program of last resort. It fills in only to the extent that all
other sources of income and support have failed. It truly meets the
definition of a safety net. The 2 million aged beneficiaries on SSI
are people who have never worked in jobs covered by Social Secu-
rity, for example, domestics and farmers, or only recently covered
by that program, or low-income wage earners who get a meager So-
cial Security benefit which SSI supplements. For two-thirds of the
elderly SSI benefits supplement their Social Security benefits.

Adult applicants who claim disability or visual impairment in ad-
dition to meeting stringent income and resource limits must dem-
onstrate that they are unable to work at any job in the national
economy because of physical or mental impairments that are ex-
pected to last at least 12 months or result in death. The SSI test
of disability for adults is more stringent than the test for most
other disability programs, public or private, which use inability to
perform current work as the individual standard of disability.
There are 3.3 million adults today that receive SSI.

For children to be eligible, they must also have severe physical
and mental impairments that substantially limit their ability to de-
velop or perform life’s activities, talk, walk, play and learn, for ex-
ample. Despite its growth in recent years, only one in nine of all
school-age children in special education qualify for SSI.

Mr. Chairman, we do not expect people who are poor or elderly
or disabled or blind to be totally exempted from efforts to balance
the budget. We do, however, want to emphasize the consequences
of the type of reductions proposed in the Personal Responsibility
Act on this population.

The provisions of the PRA that deal with SSI have been inad-
equately examined. The PRA would cap total SSI spending begin-
ning in 1995. The rules for establishing the cap guarantees that
there would not be enough money to cover everyone now on bene-
fits and new applicants. The cap would cut spending by an esti-
mated $2 million initially, and then the cut would grow rapidly
each year thereafter. To achieve such substantial reductions, Con-
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gress would have to drastically change both the program’s eligi-
bility rules and benefit levels.

If people cannot qualify for the program or are dropped from the
rolls, we can expect increases in the use of institutional care for
people who lose their housing and are forced onto the streets or
into unneeded and expensive institutions, and increase State tax-
payer costs, as States try to make up for the cuts in Federal SSI.
Even if they do nothing, State costs of care in institutions and
emergency assistance will increase.

Almost everyone dropped from SSI or not granted benefits would
also be denied Medicaid coverage. Without Federal Medicaid
matching funds, State and county health facilities would bear the
full costs of treatment.

We urge the Committee not to endanger the lives and fragile ex-
istence of millions of people for whom SSI is a lifeline by across-
the-board spending cuts. Program reductions should be addressed
surgically by tightening the program’s administration to insure
that only people who qualify get benefits and to regularly evaluate
those who do to determine if they are still disabled.

Congress should improve the work incentives rules to allow peo-
ple to keep a greater part of their SSI benefits and their Medicaid
coverage while, despite their disability, they try to work.

Mr. McCRERY. I am sorry, we are going to have to move on. We
certainly will take your full testimony for the record.

Mr. ManNES. Thank you.

[The prepared statement follows:]
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Subcommittee on Human Resources of the
House Ways & Means Committee

Hearing on Personal Responsibility Act
February 2, 1995

Testimony of Joseph Manes,
Bazelon Center for Mental Health Law

Thank you, Mr, Chairman. I am Joseph Manes, Co-director for Government Relations at
the Judge David L. Bazelon Center for Mental Health Law. The Bazelon Center has been, since
its founding in 1972, a nonprofit legal center advocating for the rights and dignity of children and
adults with mental disabilities. We are funded principatly by private foundations and donors.

We seek, as part of our objectives, effective community based alternatives to institutional
care for low-income adults and children with mental impairments. The SSI program plays a vital
role in keeping people out of institutions. The monthly check enables people with severe
disabilities to pay for stable living arrangements from which they can participate in community-
based treatment and training programs.

The 6.2 million people who receive SSI live at the margin. SS[ is their program of last
resort. It fills in only to the extent all other sources of income and support have failed. It truly
meets the definition of a safety net. Adult applicants who claim disability or visual impairment, in
addition to meeting stringent income and resource limits, must demonstrate they are unable to
work at any job in the national economy because of physical or mental impairments that are
expected to last at least 12 months or result in death. The SSI eligibility test is more stringent
than the test for most other disability programs, public or private, which use inability to perform
current work as the individual's standard of disability.

For children to be eligible, they must aiso have severe physical or mental impairments that
substantially limit their ability to develop or perform life's activities--talk, walk, play and learn, for
example Despite its growth in recent years, only one in nine of all school age children in special
education qualifies for SSI.

Mr. Chairman, we do not expect people who are poor and elderly or disabled or blind to
be totally exempted from your efforts to cut federal spending as you move toward a balanced
budget. We do, however, want to emphasize the consequences of the type of reduction proposed
in the Personal Responsibility Act for this population.

CONSEQUENCES OF THE PERSONAL RESPONSIBILITY ACT

The PRA would cap total SSI spending beginning in October 1995. The rules for
establishing the cap guarantees that there would not be enough money to cover everyone now on
benefits and new applicants. The cap would cut spending by an estimated $2 billion initially, with
the amount of the cut growing rapidly each year thereafter. To reach a balanced budget by 2002,
many observers have estimated SSI would have to contribute cuts of 20-25% from the amounts it
otherwise would spend. To achieve such substantial reductions, Congress would have to change
drastically both the program’s eligibility rules and benefit levels. If people cannot qualify for the
program or are dropped from the rolls, we can expect the following consequences:

4 More homeless individuals and families. Without SSI, many individuals and families
whose living arrangements depend on SSI could lose the housing from which they are trying to
stabilize and rebuild their lives.

4 More use of institutional/foster care. Without the ability to pay for housing, people
who are mentally ill or mentally retarded will be forced into unneeded and expensive institutional
care. Families unable to care for their children with disabilities would have to give them over to
foster care
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¢ Higher state taxpayer costs. Some states would make up the cuts at considerable cost
to therr taxpayers. Even states doing nothing would still have higher costs for foster care,
institutions and emergency assistance. Almost everyone dropped from SSI or not granted benefits
would also be denied Medicaid coverage. Without federal Medicaid matching funds, state and
county health facilities would bear the full cost of treatment.

We urge the Committee not to endanger the lives and fragile existence of millions of
people for whom SSI is a life line by across-the-board spending cuts. Program reductions should
be addressed surgically by tightening the program's administration to ensure that only people who
qualify get benefits and to regularly evaluate those who do, to determine if they are still disabled.
Congress should improve the work-incentive rules to allow people to keep a greater part of the
SST benefits and their Medicaid coverage while, despite their disability, they try to work.

CHILDREN WITH DISABILITIES ON SSI

The Subcommittee on Human Resources heard testimony last Friday, January 27, from the
mother of a severely involved 6-year old girl, Allison. Her story wrenched the heart of everyone
in listening range. [f hers were the only information the Committee received, SSI benefits for
children would get a resounding endorsement. However, the Committee also heard a Louisiana
state official involved in making disability determinations testify that many applicants for SSI
benetits did not merit them. (The witness was unable to say that any child in Shreveport was
receiving benefits fraudulently). Members of the Subcommitiee have also received letters alleging
that children with only "mild" disabilities are receiving benefits. Mr. McCrery of the
subcommittee and Mr. Kleczka of the full committee are developing a proposal that would totally
revamp the existing program by changing the eligibility standards and converting the cash benefit
into services.

There is no comprehensive evidence to verify the allegations of fraud and abuse in the
children's SSI program. On the other hand, there is a study by SSA concluding that alleged
c¢tforts by parents to coach their children to "act up" in school, do poorly on tests and fail subjects
and "malinger” at SSA ordered psychological examinations don't work.

Advocates for children with disabilities do not want to witness the demise of a program
vital to the lives of hundreds of thousands of children because of allegations some parents ripping
off the program or because SSA is lax in enforcing eligibility criteria. However, we do not
concede that the problems are so universal the entire program needs to be restructured as
Congressmen McCrery and Kleczka recommend. ‘

Let me suggest to the sub-committee that you act to curb alleged excesses and abuses in
the program but that you withhold action on eligibility standards and questions of cash payments
vs services until research and objective analysis which Congress has set in motion is completed.

We strongly urge the Subcommittee not to exchange the cash benefit for services or to
require major alterations in the eligibility standards until the Commission on the Evaluation of
Disability in Children reports its findings to you in November, 1995 The Children's Commission
will examine issues vital 1o the future of the SSI program: the appropriateness of the definition of
childhood disability, the validity of the standards used to establish childhood disability; the
feasibility of providing benefits to children through noncash means; the extent to which SSA
should use private educational and vocational agencies to foster independence in children and
promote their ability to work. These are extremely important questions to which expert and
objective answers should be obtained before legislating. To legislate in these areas without the
report of the Commissions could be a tragic mistake for thousands of families that depend on SSI
benefits to keep their families together and their children out of institutions

In the meantime, the Subcommittee could take the following actions:
One, require SSA to establish an office of program integrity with adequate staffing

and authority to investigate and deal with allegations of fraud and abuse in the children’s
SS1 program. Last year in the Independent Agency Act, Congress raised fraud from a



1056

misdemeanor 10 a criminal felony and established a $5000 civil penalty for anyone who makes or
causes to be made false or misleading statements in order to receive Social Security or $SI
benefits. With adequate penalties in place, a centralized investigative unit operating through the
regional offices can eliminate fraud and restore public confidence in the program.

Two, require SSA to examine the areas of the country where approvals are
significantly higher than average and report to Congress on actions it is taking to eliminate
quality assurance problems in the disability determination process. Neither the medical
listings nor the individual functional assessment (IFA) are intended to permit children with mild
disorders qualifying eligible for SSI. The SSA study of 617 random cases reported that 8.6
percent of the allowances should have been denials and that in 27.7 percent of the allowances,
while correct, additional information should have been obtained before the examiner reached a
decision. The study, while supporting the conclusion that "coaching" and "malingering" were
insignificant factors in the program, did indicate that greater attention needs to be devoted to the
quality of the disability determination process.

Three, require SSA to establish and carry out a fair and consistent review of
children on the SSI roles whose medical improvement is expected or possible. Current law
requires such a review when the child turns 18. While SSA has established a review schedule for
earlier ages, it has not actually undertaken the reviews. Congress can mandate that SSA perform
an annual review on the medical and functional status of any child whose condition is considered
temporary and a three-year review cycle for children whose recovery is considered possible.

Four, establish a ""family cap" on benefit payments to multireceipient families. A
March 1994 SSA study, based on a 5 percent sample, found 3500 to 4000 families in the nation in
which 4 or more disabled adults and children or 4 or more children with disabilities in a family
receive SSI benefits. To correct this situation, Congress could place a limitation on payments to
tamilies in which more than three members receive SSI benefits by reducing any benefits beyond
the first three by 50 percent. The reduction would recognize that families with several children
with severe impairments incur higher costs, but that some major costs (e.g. housing), are
relatively fixed regardless of the number of family members.

Conclusion:

Mr. Chairman, everyone ages. We all share the risk of becoming disabled. These
conditions transcend gender, race, geography. People who are also poor require the assistance of
a compassionate society to meet their basic needs of life.

SS1 effectively enables low income people who are elderly or who have severe disabilities
or a chronic illness to buy food, clothing and shelter without undue government interference. It is
a major bulwark against homelessness, institutional care and family breakup. Congress should
carefully consider the consequences of damaging a safety net that is vital for millions of
individuals and families.
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Mr. MCCRERY. Thank you, sir.
Ms. Schulzinger.

STATEMENT OF RHODA SCHULZINGER, COCHAIR, SOCIAL
SECURITY TASK FORCE, CONSORTIUM FOR CITIZENS WITH
DISABILITIES

Ms. SCHULZINGER. Thank you, Mr. Chairman.

I am here in my capacity as cochair of the Social Security task
force of the Consortium for Citizens With Disabilities, known as
CCD. CCD opposes any effort to remove the entitlement status of
the Supplemental Security Income Program and to cap it. We be-
lieve that capping the SSI Program, which is by law a program of
last resort, would undermine the well-being of 6 million of our soci-
ety’s most vulnerable members, low-income people who are elderly
or unable to work because of severe disability.

We are also deeply concerned about the future of the Children’s
SSI Program. We unequivocally support the continuation of the SSI
Program as a cash benefit to qualifying children who have severe
physical or mental disabilities. Without SSI cash benefits, many
families will simply not have the resources to care for their chil-
dren with severe disabilities at home. Some families will be forced
to surrender custody to State foster care systems or into institu-
tions to guarantee proper care for their children. Greater assist-
ance from State programs will increase State taxpayer costs.

Congress intended SSI benefits to pay for food, clothing, shelter
and other basic needs for qualified low-income children with severe
disabilities. Families raising children with severe disabilities report
higher costs from extraordinary out-of-pocket expenses related to
the child’s disability. Many families use cash SSI benefits to offset
their loss of income because a parent must remain unemployed or
only work part time to care for the child.

Under the current program, medical documentation must be pre-
sented about the severity of a child’s impairment to begin the ap-
plication. Before making a decision, the disability examiner must
review all available information about the child’s ability to develop
or function in an age-appropriate manner in muitiple areas of
childhood activities. When there are inconsistencies in the evi-
dence, the examiner must get more information.

We believe that if State disability examiners are properly imple-
menting the program’s legal standards, children with minor dis-
abilities should not be found eligible. In investigating allegations
about program abuse, the GAO found that 70 percent of all awards
went to children whose impairments were severe enough to qualify
on the basis of the medical standards alone. SSA investigated alle-
gations about parental coaching, and found that no awards were
made on the basis of questionable test results. Furthermore, SSA
implemented safeguards to protect the integrity of the children’s
program.

We support vigorous action to eliminate abuse when it is found.
We recognize that several Subcommittee Members question wheth-
er the individualized functional assessment known as the IFA is an
appropriate way to make eligibility decisions. We unequivocally en-
dorse the IFA as a critical part of the childhood disability deter-
mination process.
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All childhood disabilities cannot be defined in strictly black and
white medical terms. For some childhood disabilities, a diagnosis
by itself does not indicate the full extent of the child’s functional
limitations, and other children have a combination of severe dis-
abilities, but no single condition which meets the medical criteria
for one specific listing. Eliminating the IFA is a sweeping proposal
that will deny benefits to children whose combination of conditions
or whose functional limitations make them severely disabled.

We do believe that with appropriate enforcement, SSA can re-
duce the possibility of fraudulent awards to children who do not
have qualifying severe disabilities. We also support the work about
to begin by the commission which you have just heard about. The
commission meets tomorrow for the first time, and we believe that
Congress should not make any major changes until the commission
submits the study requested by Congress that is due November 30.

In the interim, we recommend three things for you to consider:
First, is the area of continuing disability reviews. We believe that
it is appropriate to evaluate children when there is the possibility
or the expected hope of medical improvements. Second, we believe
that enforced monitoring and enforcement by SSA is necessary.
This would require increased monitoring and training of State dis-
ability examiners regarding all aspects of the eligibility process, in-
cluding the IFA and improved notification to representative payees.

Thank you very much.

[The prepared statement follows:]
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STATEMENT OF RHODA SCHULZINGER
CONSORTIUM FOR CITIZENS WITH DISABILITIES

The Consortium for Citizens with Disabilities (CCD) is a coalition comprised of
more than 120 national consumer, advocacy, provider and professional organizations
which advocate on behalf of our nation’s 49 million citizens of all ages with physical
and mental disabilities and their families. Working through task forces, CCD works on
federal policy issues in a number of areas including budget and appropriations,
education, employment and training, health care, housing, long term services and
supports, income maintenance, rights, technology and transportation.

CCD unequivocally supports the continuation of the Suppiemental Security
Income (SS1) program as a cash assistance program to provide basic income for low-
income children who have severe disabilities or chronic iliness or who are biind. We
believe that the SSI program for children is extremely important because it encourages
low-income families to stay together and reduces the need for more costly out-of-home
institutionalization. The cash assistance program is founded on the principle that
families should be empowered to decide how to best meet the needs of children with
severe disabilities.

The Consortium believes that the strength of the SSI program is that the cash
benefit encourages lower-income families to stay together in order to help their children
gain the greatest possible independence as adults. The program's premise is that
families can best decide how to meet their own children's needs.

if eligible children lose their SS! cash benefits, many families will simply not
have the resources to care for them at home. They would turn to state and local
governments for more assistance. Without the federal benefits that parents now spend
on behalf of their children, state costs to serve children with severe disabilities would
inevitably escalate. As an especially tragic consequence, some families would be
forced to surrender custody to guarantee proper care for their children, either through
the foster care system or in state institutions at a higher cost to taxpayers.

Qur testimony answers five basic questions about the children's SSI program
and recommends steps to consider that will improve the program'’s operation:

1. What is the purpose of the children's SS! program?

2. Who qualifies for children’s SS! benefits?

3. What is the disability determination process for a child to prove eligibility?

4. Why is cash assistance criticat for eligible families?

5. Why have the children's SS! applications increased over the past few years?
1. WHAT IS THE PURPOSE OF THE CHILDREN'S SS| PROGRAM?

Congress intended SSi benefits to pay for food, clothing and shelter for qualified
low-income children with severe disabilities and children who are blind. The cash
payment recognizes the family's wisdom and responsibility to make decisions about
haw to best spend benefits on behalf of an eligible child.

Families raising children with severe physical, developmental or mental
disabilities have higher expenses and often have less income. Although public or
private health insurance covers some medical costs, families face extraordinary
additional out-of-pocket expenses related to the child's disability which continue
throughout the lifetime of the child. The needs of a child with a severe disability
frequently require a parent to remain home and forego paid employment. Some
parents remain underemployed by taking a part-time job to have more time at home.
QOther parents must refuse better job offers to protect current health benefits or remain
in a school district that has the necessary services for their child. All these factors
decrease family income in both one and two-parent households.
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2. WHO RECEIVES CHILDREN'S SSI BENEFITS?

To be eligible for 8SI, a child must meet two sets of eligibility criteria: financial
and disability. Only after the child is found financially eligible does Social Security
consider whether the child is blind or whether the child's disability or chronic illness is
severe enough to qualify.

In June 1994, 68 percent of eligible children received the maximum federal
payment of $446 and almost another six percent received 90 to 98 percent of the
maximum federal benefit. This means that almost three-quarters of the children
receiving SSI benefits were living in very low-income families because in a means-
tested program, people with the lowest income receive the highest benefits. Benefits
are also available to qualifying children whose families fall out of the middle-class
mainstream when disability strikes. The extra expenses they incur and the income they
forfeit when a parent must stay home to care for a child with severe disability make
them financially eligible for SSI.

Families apply for SSI for their children not only for the cash assistance, but also
because in most states, children who qualify automatically receive medical assistance
through Medicaid. These families depend upon Medicaid for health coverage for their
children with severe disabilities because currently, many of these children do not
qualify for any private health insurance because of their pre-existing conditions or
because their parents work for employers who do not provide health insurance.

In June 1994, almost 850,000 children received SSI benefits because they were
blind or disabled. Children with mental retardation were the largest single group,
representing about 44 percent of the enroliment, while another 34 percent have
physical disabilities and 22 percent have mental disorders.

3. WHAT IS THE DISABILITY DETERMINATION PROCESS FOR A CHILD?

Medical Proof

Medical documentation must be presented about a child's severe medical or
psychological impairment to begin Social Security's disability review process. The
impairment must be identical or equivalent to one appearing on a specific list of
qualifying impairments or must significantly interfere with the child's ability to develop or
function in an age-appropriate manner in multiple areas of normal childhood activities.
The disability examiner is required by law to evaluate each application to document
whether benefits should be awarded or denied.

Recent allegations suggest that children are qualifying who do not have severe
disabilities. However, the General Accounting Office investigated and found that 70
percent of all awards went to children whose impairments were severe enough to
qualify on the basis of the medical standards alone without any consideration of their
functional limitations.

Eunctional/Developmental Documentation

The disability examiner must also consider functional information from people
who observe the child over a period of time such as parents, social warkers, child care
providers, clergy and school personnel. By collecting evidence from many sources, the
examiner can verify the extent of a child's disability or chronic iliness.

Comprehensive Decisionmaking

To make a decision, the disability examiner is required to review all available
information about the child's daily functioning. Any test results must be consistent with
other evidence about the child's daily behavior and activities. If there are
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inconsistencies, the examiner must get more documentation to resolve the differences.
Social Security provides on-going training and guidance to the state disability
examiners to ensure that they are properly implementing the legal requirements of the
disability procedure. ’

Coaching Aliegations

It is nearly impossible for children to feign disabiiities to qualify for benefits. The
severity of a child's disability must be so fully documented that children with minor
physical or behavioral problems cannot qualify for SSi. However, allegations have
been made that parents coach their children to “fake" a mental disorder, do poorly on
tests or act out in school.

The only thorough investigation of such allegations was conducted by Social
Security's Office of Disability. It reviewed more than 600 randomly selected files of
children with behavioral disabilities and did not find one case of alleged coaching that
resulted in a benefit award. Possible coaching was present in only 13 of the 617
cases; 10 of these claims were denied and the other three children received awards on
the basis of evidence other than the questionable tests. Furthermore, SSA cautioned in
their report that the special sample of behavioral disorders cannot be considered
representative of the entire SSI childhood population or even of SS| children with other
mental disorders.

In addition to its study, Social Security has added safeguards to protect the
program's integrity amidst the continuing allegations of coaching. There is a toll-free
telephone number for concerned professionals to make anonymous reports about
families they suspect are coaching their children. There is also a procedure for state
disability examiners to report any suspicions of coaching. Designated staff at Social
Security headquarters investigate all such allegations. With appropriate enforcement,
the agency can reduce the possibility of fraudulent awards. 1t is neither sound public or
fiscal policy to impose an intrusive bureaucratic paper machine upon families and
tremendously increase the cost of government for almost 850,000 families when there
is no exact knowledge of how many families are actually abusing the program.

4. WHY IS CASH ASSISTANCE CRITICAL FOR ELIGIBLE FAMILIES?

Families report using their chiidren's benefits for a variety of higher-than-
average daily expenses as well as the special expenses related to the chiid's severe
disability. The cash assistance helps parents meet the changing needs of a child with
a severe disability, helping him or her to learn and gain the greatest possible
independence as an adult without trying to deprive other family members of their
respective need to grow and learn. Often the SSI benefit is the only money available to
families to purchase the multiple items and services that meet the child's complex
needs. Families report using their children's SSI bengzfits for the following types of
expenses:

o utility bills {electric bills for 24 hour/day respirators, rental costs of back-up
generators to prevent power lapses, battery charges for communication devices or
power wheeichairs; water bills for above average bathing and laundry usage)

o telephone calls to medical providers, pharmacists, social service providers and
schools

o specially trained child care providers since neighborhood babysitters are often
unable or unwilling to care for children with disabilities

o respite care

o personal assistance services (including wages and taxes)
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o public or private transportation costs for numerous trips (often long distances in rural
areas) to obtain medical treatment and services

o adapted clothing (e.g. buttons replaced with velcro fasteners, specially fitted shoes,
modified openings or specially designed clothing for persons with limited movement)

o clothing, laundry and househoid cleaning supplies (e.g. children who require
frequent clothing changes or whose disability requires more frequent househoid
cleaning)

o specially equipped vehicles to transport children who use wheelchairs

o home repairs (e.g. special safety equipment such as protective coverings for kitchen
appliances, extraordinary wear-and-tear from wheelchairs)

o home modifications/adaptations including environmental control equipment (e.g.
widen doorways, change doorknobs to levers, add ramps, madify controls & switches,
instali bathroom railings and special bathing and toileting equipment)

o service and repairs for assistive technology (e.g. power wheelchairs, prosthetics,
hearing aids)

o adapted toys and learning materials (e.g. special tricycle for a child with a physical
disability)

o assistive technology for school homework (e.g. computers with voice output, touch
screen or modified keyboard)

o special telecommunication services/devices (e.g. TTY)

o co-payments and deductibles for routine medical visits, specialty consuitations,
medication, biological products, physical/speech/ occupational therapy, orthotic
devices and wheelchairs customized for children not covered by Medicaid, private
insurance or school districts

o over-the-counter items not customarily paid for by public or private insurance such
as special creams for skin conditions, diapers for older children, wigs, special formutas
for managed diets

o family support services

Many families use cash SSI benefits to partly offset their loss of income because
a parent must remain unemployed or only work part-time to care for the child with a
severe disability. In summary, it is very often the case that families spend over $100
each week for the specialized goods and services that their children with severe
disabilities require, readily absorbing the full SSI monthly payment.

§. WHY HAVE CHILDREN'S SSI APPLICATIONS INCREASED RECENTLY?

A number of events over the past few years explain the increase in children's
SSt applications. The recession of the early '90s increased the economic stress on
families. More families whose children had severe disabilities lost income and their
children became financially eligible for benefits. Also, the number of children living in
poverty is the highest in almost 30 years.

Congress, in 1989, directed the Social Security Administration (SSA) to conduct
outreach, for the first time, to potentially eligible families with children who have severe
disabilities to encourage them to apply for benefits. The next year, SSA published and
began to implement new rules for children with mental and emotionai disabilities. The
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new rules were designed with help from a panei of experts convened by Social Security
that included child development specialists, psychiatrists, educators, mental health
advocates and agency staff. The old standards had not refiected current definitions
and diagnoses of mental disorders. SSA's use of new and more realistic standards
enabled more children with severe mental impairments to qualify for benefits.

The U.S. Supreme Court issued its decision in 1990 in the Zebley v, Sullivan
case requiring SSA to change its childhood disability determination process to evaluate
the child's level of functioning in addition to his or her medical condition. Members of
the expert panel advising Social Security as the agency developed the new childhood
disability process estimated that over 1 million children would meet financial and
disability criteria. Part of the Zebley case required Social Security to notify 452,000
children who were illegally denied benefits between 1980 and 1990 that they had a
right to have their cases reevaluated. The agency ultimately reinstated and paid back
benefits to 135,000 children who had been illegally found ineligible. By court order,
SSA was told to notify all class members by letter and also to do public service
announcements and national outreach to potentially eligible children.

To augment Social Security's outreach efforts, several major foundations funded
the Children's SSI Campaign coordinated by the Bazelon Center for Mental Health
Law, a CCD member organization. The campaign worked with state agencies,
advocates and professional groups across the country to notify potentially eligible
families about changes in the SSI program and how to apply.

Both Social Security and the Children’'s SS1 Campaign publicized new financial
eligibility rules, issued in November 1992, that calculate the financial eligibility of
working families more equitably than before. Thousands of children whose parents are
employed who were previously denied because they were over the income limits are
now eligible for this means-tested program.

RECOMMENDATIONS

The expected and predicted growth of the children's SSI program has prompted
some extremely negative unsubstantiated stories about families allegedly abusing SSI
benefits. Amidst the allegations, there has been virtually no attention to legitimate
questions about whether and how the children's SS! program is serving its intended
beneficiaries.

Last year, Congress authorized a Commission on Childhood Disability to study
the program and possible alternatives. Last week, Secretary Shalala announced the
Commission members who include nationally recognized experts in the fields of
medicine, psychology, rehabilitation, law, education, disability program administration,
social insurance, social and family policy and ethics. In light of the mandate to the
Commission, we believe that Congress should not make any major changes in the
children's SSI program unti! the Commission submits its required study to Congress by
November 30, 1995. The Commission, through the work of its staff and accomplished
members, will provide more complete information and data about who the program
serves and what families need to meet the needs of their children with severe
disabilities.

In the interim, we recognize that every federal program rightfully needs regular
monitoring and review to assess its usefulness and efficiency. We believe that with
appropriate enforcement, Social Security can reduce the possibility of fraudulent
awards to children who do not have qualifying severe disabilities. In addition, we
welcome the opportunity to work with members of the Subcommittee to improve the
operation of the children's SSI program, especially in three areas:
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1. Continuing disability reviews.

We support the requirement in the Social Security Independence and Program
Improvements Act of 1994 that requires redetermination of eligibility for SSi recipients
upon his or her 18th birthday. At that time, the child will be reevaluated under the adult
disability criteria. The redetermination will substitute for a continuing disability review
and Social Security must review at least one-third of the children reaching age 18 in
each of fiscal years 1996, 1997 and 1998. The provision exp|res on October 1, 1998
when a report is due to Congress.

In addition to this requirement, there are some children under the age of 18 who
do medically improve during the time of their eligibility. We believe it is appropriate to
discuss establishing a schedule to review periodically the continuing disability status of
childhood recipients in cases where medical improvement is either possible or
expected. We are mindful of the human tragedy of the early 1980s when hundreds of
thousands of adults with severe disabilities who were receiving SS| benefits were
ilegally dropped from the rolls. Consequently, we support the establishment of a
realistic review process over arbitrary steps to make wholesale reductions among
childhood beneficiaries.

2. Improved work incentives for young people.

People with disabilities are motivated to work, even when their disabilities are
severe. The 1994 National Organization on Disability/Harris Poll found that 79 percent
of non-working adults with disabilities would like to have a job, up from 66 percent in a
1986 poll. However, people with severe disabilities often are afraid to test the
competitive market without some initial support through vocational training and the
assurance that benefits will be easily re-established if their work effort fails. The SSi
program already has some such work incentives, but they are not well known among
young people who want to make a successful transition to the adult world of work.

Social Security should promote existing work incentives more widely. in
addition, Social Security should work with the Departments of Education and Labor and
all other appropriate federal and state agencies to improve work incentives for children
with severe disabilities to enhance their ability to work to the extent of their capabilities.

3. improved notification to parents (or any representative payee for the child)
regarding proper expenditures.

When receiving notification from Social Security that their child is eligible for
SSI. many families do not receive clear instructions about the nature of the appropriate
expenditures. Similarly, the instructions about the regular reporting responsibilities for
representative payees are not as clear as they should be. Significant improvements
could be made by providing parents (as representative payees) with appropriate, timely
information regarding their responsibilities in receiving SSI payments on behalf of their
children.

We look forward to working with the members of the Subcommittee to ensure
that families can continue to care for their children who have severe disabilities or who
are blind.

For more information, contact Rhoda Schulzinger, Bazelon Center for Mental Health
Law (202-467-5730) or Marty Ford, The Arc (202-785-3388), co~chairs of CCD's Social
Security Task Force.
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Mr. McCreRY. Thank you.
Ms. Vasiloff.

STATEMENT OF JENNIFER A. VASILOFF, EXECUTIVE
DIRECTOR, COALITION ON HUMAN NEEDS

Ms. VasILOFF. Thank you, Mr. Chairman and Members of the
Subcommittee.

I am here to talk about real welfare reform. The Coalition on
Human Needs is an alliance of over 100 national organizations
working together to promote public policies which address the
needs of low-income Americans. The coalition’s members include
civil rights, religious, labor and professional organizations and
those concerned with the well-being of children, women, the elderly
and people with disabilities.

We believe real welfare reform will reduce the need for welfare,
instead of punishing people for being poor. Real welfare reform
would help move people from welfare to work at a livable wage, in-
stead of requiring them to work off a grant at subminimum wages.
Real welfare reform would assure an adequate safety net for chil-
dren and their families, instead of increasing hunger and homeless-
ness among our Nation’s most vulnerable people.

The Coalition on Human Needs is deeply concerned with propos-
als under consideration by this Committee that would abandon a
Federal role in helping provide a basic subsistence level of support
for poor children and their families. Six million children in this
country are living below the poverty level, many of them welfare
recipients. Real welfare reform puts the interests of children first.

The coalition opposes ending the individual entitlement status of
such vital programs as Aid to Families with Dependent Children,
food stamps, child welfare and other critically important safety net
programs. If Congress adopts the recommendations of the Repub-
lican Governors, women and children who are poor and in need of
food, clothing and shelter will be callously cut off. Block grants are
discriminatory and their innocuous name should not delude anyone
that they will not be as destructive to poor families as some other
recent proposals.

The coalition opposes the welfare reform approach outlined in the
GOP Contract With America. We oppose proposals to establish or-
phanages, to deny the babies of teenage mothers assistance for
their entire childhood, and to drop millions of children from eligi-
bility for any benefits because a State agency fails to establish
their paternity.

Congress must not abandon our Nation’s neediest families. Real
welfare reform protects children and provides job opportunities to
their parents, instead of punishing the whole family for being poor.
We implore the Committee to keep this basic definition of real wel-
fare reform in mind as you consider this critically important sub-
ject.

Thank you.

Mr. McCRERY. Thank you, Ms. Vasiloff.

David Beckmann will be our last speaker on this panel.

Mr. Beckmann.
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STATEMENT OF DAVID BECKMANN, PRESIDENT, BREAD FOR
THE WORLD

Mr. BECKMANN. Thank you especially for your attention at this
hour. I appreciate that.

Bread for the World is a Christian citizens movement against
hunger. We have 44,000 active individual members, 3,500 local
churches and receive support from 60 denominations all across the
theological perspective. We are a part of the Coalition on Human
Needs, and we support welfare reform that would bring people up
and out of poverty, not welfare reform that would just push people
off the welfare rolls.

Specifically, I would like to focus on the Federal food programs
and ask, as you put together the welfare reform package, that you
not block grant and cut the Federal food programs. I would like to
make two arguments in that regard.

First, the Federal food programs work. Second, churches cannot
pick up more of the tab for feeding people. The food programs
work. They were established and have been maintained by biparti-
san consensus. In the mideighties there was a Committee on Fed-
eralism that looked into what should be delegated to the States.
That bipartisan committee, which was chaired by a Republican
Senator, concluded that feeding hungry children is a Federal re-
sponsibility, because we want to make sure that all American chil-
dren have enough to eat, and kids who do not have enough to eat
move sometime during their life to other States and become voters
and workers and perhaps welfare recipients in other parts of the
country.

The Federal food programs show that Americans support these
programs and, in fact, would support increased funding for feeding
hungry children. Finally, these programs should be seen as an in-
vestment. For example, the WIC Program, when it invests a dollar
of Federal money in feeding underfed pregnant women, saves the
Federal Government itself over $4 in Medicaid benefits for under-
weight and premature babies. When we feed hungry children, we
are investing in their capacity to think and to develop. These are
investments that pay. So the first reason for not block granting or
cutting the Federal food programs is that they work.

The second reason, speaking for a church-based movement, is
that the churches just cannot pick up more of the tab. The Personal
Responsibility Act would cut an estimated $60 billion in funding for
low-income programs over a 4-year period. If you divide that among
350,000 churches in this country, that is $170,000 per church. I do
not know where you go to church, but my church cannot pick up
an extra $170,000 over the next 4 years. It is just unrealistic.

Moreover, we have tried the “Thousand Points of Light” ap-
proach, and it has not been enough in dealing with hunger in this
country. In the early eighties, there was a sharp increase in hun-
ger. Churches and charities have responded with extraordinary
zeal until now we have this private feeding movement in our coun-
try.

There were very few food pantries and soup kitchens in the
eighties, and now there are 150,000 private agencies that are pass-
ing out food to hungry people in our country. If you go to any soup
kitchen in any low-income part of any city in the country or rural
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area in the country and ask, they will say that the Federal Govern-
ment must do its part. Ironically, the reliance of government in-
creasingly on charity to pick up the tab for feeding people is push-
ing charities out of what they do best, which is helping people to
assume personal responsibility.

The charities are good at helping people deal with problems of
alcoholism or spousal abuse, those kinds of things. But in fact if
you look at what has happened to Catholic Charities or Lutheran
Social Services or the rest, increasingly they are taking over feed-
ing people and they are doing less of the empowerment and equip-
ping that they should do and that they can do a lot better than gov-
ernment programs.

Finally, I just want to make a theological point, and that is that
the Bible teaches us that dealing with need is a social responsibil-
ity. The prophets went especially to the kings, the governmental
structures of their day. It is not just a personal responsibility or
a charitable responsibility. It is a social responsibility.

For those reasons, I urge you to craft welfare reform proposals
that will bring people up and out of poverty and specifically not to
block grant and cut the Federal food programs.

Thank you.

[The prepared statement follows:]
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TESTIMONY OF BREAD FOR THE WORLD
by David Beckmann, President
Ways and Means Committee, Subcommittee on Human Resources

February 2, 1995

Mr. Chairman, members of the subcommittee, thank you for inviting us to testify on
welfare reform. My name is David Beckmann. I am the President of Bread for the World, a
Christian citizens’ movement against hunger. We have 44,000 members. Sixty denominations
and 3,500 churches of many theological perspectives support Bread for the World.

We would like to register our strong opposition to merging food assistance programs
into a single block grant as part of welfare reform.

Many things in our welfare system need changing, and we support reforms that would
effectively help employable poor people move into jobs that would enable them to support their
families. But it will take an extraordinary commitment on the part of government, the private
sector and the individual to make this possible on a large scale.

The welfare debate should not be about cutting dollars but about becoming more effective
in reducing hunger and poverty. Polls show that people don’t want to cut food assistance and
are especially open to spending more on poor children. We should spend more money now for
prevention programs like WIC and Head Start; they save money in the long run. It also makes
sense to pay for necessary remedial education, job training, job creation, low-wage subsidies,
and assistance with child care and health care so that people can get into the workforce.

FEDERAL FOOD PROGRAMS ARE EFFECTIVE

One of the things government has figured out how to do well over the past 30 years is
to provide basic nutrition for those who are disadvantaged. This is a good investment, since
adequate diets are essential for healthy development and productive work.

Just after the Second World War, the country recognized -- because many recruits were
not eligible to serve due to the effects of malnutrition -- that child nutrition is essential to
national security. The School Lunch Program was started to remedy that problem. Gradually,
our nation has put together a comprehensive nutrition safety net composed of federal food
assistance programs for pregnant women, pre-school and school-age children, adults, and senior
citizens. It would be short-sighted for the federal government to wash its hands of the
responsibility to assure an adequate diet for all its citizens.

In the mid-1980s the bipartisan Committee on Federalism and the National Purpose
chaired by Republican Senator Dan Evans investigated turning some federal programs over to
the states. They concluded that the federal government should take on an even larger
responsibility for seeing that poor children were assured basic benefits. "Whenever it occurs,
poverty is a blight on our whole society,” the Committee reported, "and Americans in similar
circumstances should be treated alike. Children whose early years are damaged by the effects
of poverty in one state may later become voters, employees, and possibly welfare recipients in
other states.”

The federal food programs work.

®  WIC reduces infant mortality, low birthweight, and anemia. It improves
cognitive skills. A panel of Fortune 500 CEOs testified before this body in 1991
that “WIC is the health-care equivalent of a triple-A rated investment.”

¢ School Lunch provides children with one-third or more of the Recommended
Dietary Allowance for key nutrients.

® Food stamps increase the nutritional quality of diets by 20 to 40 percent.

® Elderly Nutrition Programs improve the nutritional health of older people,
who are particularly vulnerable to malnutrition.

CHURCHES ARE ALREADY DOING THEIR PART
Some members of Congress have said that churches can bear yet more of the cost for

feeding and sheltering people in need. The Personal Responsibility Act, H.R. 4, cuts $60 billion
from welfare and food programs over the next four years. If the 350,000 churches in America



1069

would have 1o make up for that cut, they would need 10 add $170,000 to their budgets over the
four years. This is completely unrealistic.

We've tried the thousand-points-of-light 1o deal with hunger. Hunger increased in the
early 1980s, partly because Congress cut social programs then. Churches and others across the
country have responded to growing hunger with a private feeding movement. There were very
few soup kitchens in 1980; now there are 150,000 private feeding agencies passing out food to
hungry people in our country. Private charities have been diverted from encouraging personal
responsibility -- alchohol and drug rehabilitation, for example -- into just feeding people month
by month.

And the explosive growth of the private feeding movement has failed to keep pace with
the growth of hunger. Ask at any soup kitchen or food pantry in any low-income neighborhood.
The federal government must do its part.

Let me also make a theological point. The Bible teaches that God holds socigties
responsible for justice toward people in need. The prophets held kings -- their government
structure -- primarily responsible. The Bible also urges individuals to be charitable, but charity
is no substitute for justice.

We urge you to maintain the federal government's role in providing a safety net for
needy children, families, and elderly people. This can best be done by keeping national nutrition
and eligibility standards, preserving entitlement status for food stamps, child nutrition and Aid
to Families with Dependent Children, and increasing funding for WIC to reach all eligible low-
income women, infants, and children.
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Mr. McCRERY. Thank you, Mr. Beckmann.

Ms. Dunn, do you have questions for this panel?

Ms. DUNN. No questions.

Mr. MCCRERY. Mrs. Kennelly.

Mrs. KENNELLY. Ms. Schulzinger, I believe you said that we
should wait before we do anything on SSI until the commission
completes its work and recommends.

Ms. SCHULZINGER. Yes, ma’am. They are meeting tomorrow for
the first time,.

Mrs. KENNELLY. Have you been following these hearings at all or
been reading about them?

Ms. SCHULZINGER. Yes. I was here last Friday.

Mrs. KENNELLY. Then you know that we are under a real pres-
sure to eliminate fraud from the SSI Children’s Program?

Ms. SCHULZINGER. Yes.

Mrs. KENNELLY. Have you got any suggestions of what we could
do in the meantime, while the commission does its work, that we
could{)eliminate some of this fraud so we do not ruin the whole pro-
gram?

Ms. SCHULZINGER. Yes, I had three specific recommendations
that I had at the end of my testimony. One is this issue of continu-
ing disability reviews. You may be aware of the fact that the agen-
cy has an obligation to check whether children still in fact are dis-
abled and are still eligible under the guidelines. We support check-
ing the disability status of childhood beneficiaries where medical
improvement is either possible or expected. Obviously, for some
children, for example, someone with profound mental retardation,
you are not going to expect improvement and you would not subject
the family to that review.

MI}"S KENNELLY. But that is already in the rules right now, am
I right?

Ms. SCHULZINGER. But it is not done very often. At this point, it
is done mostly only for premature infants. It is not being done very
much at all for other children. Congress did ask for review of bene-
ficiaries at the age of 18 when you passed the Independent Agency
Act last year, and that is just beginning. But very few are being
done and we support increasing the effort in that area.

We also are concerned that there be increased monitoring and
training of the State disability examiners. I believe you heard me
say that we believe that if the rules, as they exist on paper are
Ero erly implemented, children with minor disabilities should not

e found eligible. So we are concerned that there be better monitor-
ing and enforcement of those regulations by the agency.

Mrs. KENNELLY. That is a very acceptable and good answer.
From your experience in working with this program, can you give
us any more insight on why you have particular areas that have
a high incidence of SSI children—we have almost explosive signup
for the SSI for children. Is there anything you can think of that we
could do quickly so that people who really need it will not lose
these benefits because of the abuse by others?

Ms. SCHULZINGER. I think in areas of the country where there
does seem to be a higher than average approval rate, it would be
appropriate for SSA to go in and beef up their review of what is
going on. SSA, as you probably know, does have a quality assur-
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ance program. There are many safeguards in place, and if ques-
tions are being raised in particular areas of the country like the 50-
mile radius of the Arkansas-Louisiana Delta, which is clearly
where a lot of these stories are coming from, then we are concerned
that there be appropriate reviews of what is going on in the Arkan-
sas and Louisiana State DDSs. Those are the two States that have
obviously gotten the most publicity. There may be other States
where people are concerned that there is a higher than average ex-
pected rate of approvals.

Mrs. KENNELLY. So you agree there is abuse going on?

Ms. SCHULZINGER. There may be specific examples of abuse, al-
though it has yet to be documented. As you know, much of this is
completely anecdotal. The report by SSA which reviewed the 600
cases, which I know you have heard about so I will not go into it,
found no instances of awards being made on the basis of question-
able tests. Even Mr. Parker, who was here last week from the Lou-
isiana DDS, admitted that in the district office that he manages
there were no examples of fraud that were found. He said that.

Mrs. KENNELLY. I still wonder what exactly is happening, but I
guess we will find out. Thank you very much.

Mr. McCRERY. Thank you all for your testimony. Let me just say
I appreciate the testimony of Ms. Schulzinger and Dr. Shonkoff
particularly with respect to the Children’s SSI Program. As you
know, that has been my primary focus on this Subcommittee. It is
not an easy problem.

I disagree with the Social Security Administration study. I think
there is ample evidence of fraud—not necessarily fraud, but ample
evidence that there are children receiving SSI who most ordinary
Americans would agree do not deserve to be on SSI. Now, that is
not fraud. They qualify in many instances under the current guide-
lines. Therefore, the question is how do we tighten the guidelines
to keep out those children that most of us would agree do not be-
long on SSI, without damaging the prospects of children truly in
need. That is where we are.

The IFA is a particular problem. Ms. Schulzinger, although I
have heard your testimony that you are opposed to doing away
with the IFA I am going to proceed along that line of doing away
with the IFA or at least modifying it substantially. I would be in-
terested in any suggestions you have, if you would like to submit
those in writing to me, any suggestions you have for tightening
those eligibility standards so that we can use a tighter screen.

The disability determination folks, as you heard from Mr. Parker
last week, are the very ones crying out for help in this. Their hands
are tied to a great extent. You are right, they have not necessarily
found fraud. They are saying there are many children who qualify
under the current standards who do not belong there, and they are
looking for help to tighten those standards. That is what I am look-
ing to you for, is some help in that regard. We are not there yet.
I have not finalized my proposal and I am working with some other
folks trying to get a solution to this eligibility standard that will
get us where we all want to go, I think.
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Dr. Shonkoff, I thought your remarks were particularly insight-
ful. In fact, I have included in my approach several of the items
that you mentioned as far as a path to follow in trying to revise
this program.

[The following was subsequently received:]
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February 24, 1995

The Honorable E. Clay Shaw, Jr.
Committee on Ways and Means
U.S. House of Representatives
Washington, DC 20515

Dear Representative Shaw:

t testified at the February 2nd welfare reform hearing about the
children's 88! program. At that time, Representative Jim McCrery asked
me a question about the individual functional assessment in the childhood
disability determination process. Here is my response for the record:

The Consortium for Citizens with Disabilities (CCD) unequivacally
endorses the individual functional assessment as a critical part of
childhood disability determination process. Many children have very
severe disabilities that do not match any of the exact medical criteria for
$Si on the Social Security Administration's list of impairments. Some of
them are able to qualify for SS! through an IFA.

In an IFA, examiners and physicians of the state Disability
Determination Service (DDS) look at a child's limitations in various
functional "domains" relevant to the child's age-areas of development and
functioning vi